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Division of Corporation Finance
Office of International Corporate Finance

450 Fifth Street, N.W.
Fuji Heavy Industries Ltd. SU P P L

Washington, DC 20549
Rule 12¢3-2(b) File No. §2-01132

The enclosed information is being furnished to the Securities and Exchange Commission
(the “SEC”) on behalf of Fuji Heavy Industries Ltd. (the “Company”) pursuant to Rule 12g3-
2(b) under the Securities Exchange Act of 1934, as amended (the “Act™).

The Company made public pursuant to Japanese law, filed with the Tokyo Stock
Exchange, or distributed to its shareholders, the following doc@ﬁ@@ﬁ@%betwem
August 1, 2006 and October 31, 2006: T
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2. Annual Report 2006 FINANGIAL

1. Environmental & Social Report 2006

Press Release dated September 1, 2006 regarding “Outline of Exhibits for the Paris Motor
Show 2006~

. Consolidated Semi-annual Financial Results for Fiscal 2007, as filed with the Tokyo
Stock Exchange on October 31, 2006

English language translations of the above documents, as listed in Exhibit A, are enclosed
herewith.
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In addition, the Company made public pursuant to Japanese law, filed with the Tokyo
Stock Exchange or made available on its corporate website the following documents in Japanese
between August 4, 2006 and October 18, 2006. No English versions or translations have been
prepared:

1.  Japanese Press Release “Fuji Heavy Industries adds the new derivative model to the
Subaru Forester Series called “Airbrake” ” on August 4, 2006

. 2. Timely Disclosure, as filed with the Tokyo Stock Exchange on August 25, 2006
3. Vehicle Recall Information posted on the Company’s website
4. Timely Disclosure, as filed with the Tokyo Stock Exchange on September 28, 2006

5.  Japanese Press Release “Fuji Heavy Industries and Jatco restructure Fuji AT” on
September 29, 2006

6. Press Release “QOutline of Exhibit for the FISITA (Fédération Internationale des
Sociétés d’ Ingénieurs des Techniques de I’ Automobile) and the EVS (International
Battery, Hybnd and Fuel Cell Electric Vehicle Symposium)” on Qctober 18, 2006

English language summaries of the above documents are provided in Exhibit B hereto.

This information is being furnished under paragraph (1) of Rule 12g3-2(b) with the
understanding that such information and documents will not be deemed to be “filed” with the
SEC or otherwise subject to liability under Section 18 of the Act and that neither this letter nor
the fumishing of such information and documents shall constitute an admission for any purpose
that the Company is subject to the Act.

Please do not hesitate to contact me at +81-3-5251-1601 if you have any questions
regarding the enclosed information.

Robert Ferguson

Enclosures
RF/ms



3

English Documents

Environmental & Social Report 2006

Annual Report 2006

Press Release “Outline of Exhibit for the Paris Motor Show 2006

Brief-announcement-of interim financial results

Exhibit A

Date Released

August 01, 2006

August, 2006

September 01, 2006

October 31, 2006
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2006 Environmental and Social Report Featured Articles

“To become a company friendly to people and the environment,
we have started with what we can do.” Niigata Subaru, Co. Lid. p.13

Technologies to Make Dreams Come True
Clean Energy Vehicle Birth of the SUBARU “R1e" p.7

“Let's Protect Qur Valuable Earth!”
Subaru Eco Class Delivery Service p.11

Editorial Policy

@This report has been 1ssuad to intreduca the environmenial and social
achieveiments of Fuji Heavy Industries Lid. (FHI} and its domestic and overseas
affiialed companies in order to set the stage for communication with
stakeholders including our customers, sharenolders, partner companies, local
communities and employees. We have included feature articles on special
aclivities conducted in fiscal 2005 and separately placed environmental
accounting and detared site data on our Web site under the heading
“Supplementary Volume for Data Related to the 2006 Environmenta) and Social
Report.” For better objectivity, we arranged for a third party to examine our
Enviranmental and Social Report and placed the resulting assessment al the end
of this report. We will continue to work (o make this report accurate and easy to
undersiand.

@Feriod covered
This reporl covers our achievements and aclivilies in fiscal 2005 (April 2005
through March 2006; for overseas affiliated companies: January through
December 2005) and some activilies rom prior fiscal years and others
conducted just before the issuance of this report,

@Guidelines referenced
“Environmental Report Guidelines (2003)" by the Ministry of the Environment

@Editor of this environmental and social repaert and contact window:

Fuji Heavy Industries Lid. General Administration Department,

CSA & Envirgnmental Altairs Promotion Cllice

Subaru building. 7-2 Nishi-shinjuku 1-chome, Shinjuku-ku, Tokyo 160-8316 Japan
TEL 03-3347-2036 FAX 03-3347-2530

@Contents of our Web site and the “Supplementary Volume for Data Related to the
2006 Environmentai and Social Report”
hitp:ffwww.ihi.co,pf

Contents of the “Supplementary Volume for Data Related 1o the 2006
Environmental and Social Report”

b ‘ . l. agaand'de
Fu, Heavy incustnes Lid . #s comes:c ard overseas alliiata comparnes

Corporate Qvernew
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1 o Ae o 2% Chronclogy of FHI's environmental and social activities
an3 L

Mozl vecent Ive year rencs ~ FHIs sales exdnary ~coma sales ve'ume pa:d-ncapial

Financial Data . .
rombeeoferpovess fapia ~vesiment anc Aesearth and Deve 0omes) coes

FHI'S sy5'em o1 promeirg ewviee mer' 3l COPservano aclvigs. volunia’y
ewrgnmerial plats envirarmental accourirg (for FHI, its Japanese and
overseas afilialed somparies {reference valua for triall), «umber of employees
whe have acgJired official cerliicalions. runber of company-owred cars, el¢

Environmental
Management Report

Preduct Dala Data on the products released by FHI in liscal 2005

Emaror mental ang social agiities and complianca with envirorment relalet
laws ard regufations, etc. a1 Gunma Manufaciuring Divsion, Industral
Products Compary, Ulsunomiya Manulaciuding Division and Tokyo Office

Plant Site Data

Affilialed Companies | FuiRobir Indusinies Ltd . Yusoki <ogye € X . Fuii Machirery Co Lig
Site Dala lehitan Co Lid _ <iryu Irdustrial Co 1tg and Subary Logistics Co.. Ltd

@Range of the report
Focusing mainly on the activities of the Automotive Business Unit, which generate
considerable environmental impact, we introduce the activities of the Aerospace
Company, the Industrial Products Company, and other divisions having (o do with
environmental equipment and devices. We also introduce the aclivities of six
manufacturing and distribution companies participating in FHI's Domestic
Affiliated Company Subcommittee and five overseas companies participaling in
the North American Environmental Commitiee, all of which are considered to
impact the environment substantially.

Companies Covered in the Reporl

Fuji Heavy Industries Ltd. (Main manufacturing facilities)
Subaru Automative Business < Gunma Manufacturing Division (Gunma
prefeciure). Tokyo Oftice {(Mitaka city) »
Aerospace Company < Utsunomiya Manutacturing Division (Utsunomiya City,
Tochigi prefecture, Handa city, Aichi prefectura) »
Industrial Products Company < Saitama Manufacturing Division *(Kitamoto ¢ity,
Saitama Prafeciura) »
Eco Technologies Company < Utsunomiya Manutacturing Division (Utsunomiya
City, Tochigi prefecture) >

*For the sake of convenience, in this report, the production sites of the
Aerospace Company and Eco Technologies Cormpany are referred to as the
Ursunemiya Manutacturing Division and the Industrial Products Company as
the Saitama Manufacturing Division. Also, in order to make the coverage of the
report clear, we use the fallowing definitions:

“All manufacluring plants™ s a collective term referning to the Gunrma Manufactuning

Division the Utsunomiya Manufactunng Drasion {Aerospace Company and Eco

Technologies Company), the Saitama Manufactunng Division {Industnial Producis

Company) and the Tokyo Office.

"Company-wide" is a collective term for FHI which includes the Head Cfhice area (Tokyo

and Saitama Cily Satama Prefectura), the Subaru Test & Development Center (Tochigl

Prefecture). the Subaru Parts Oislibulion Center (Gunma Prefecture) and *all

manulacturing plants” mentioned above (However wellare facdiies such as the bachelor's

dormitery, company housing, iraining facilities and test coursas in Hokkaido are excluded )

Domestic Affiliated Companies (Members of Domestic Affiliated Company Subcommittee)
Fuji Robin Industnes Ltg. (Mumazu City, Shizuoka Prefectura)
Yusoki Kogyo K.K. (Harkia City, Aichi Prefecture)
Fuji Machinery Co | Ltd. {Maebashi City, Gunma Prefecture)
Ichitan Co . Lid {O1a City, Gunma Prefecture)
Kiryu Industrial Co.. Lid. (Kiryu Cily, Gunma Prefecture)
Subaru Logistics Co , Lid. {Ota City, Gunma Prelecture)

Overseas Affiliated Companies (members of North American Environmental Committee)
SIA:Subaru of Indiana Automctive, Inc (Lafayette, Indiana)
SOA: Subaru of America, Inc. (Cherry Hill, New Jersey)
SCISubaru Canada, Inc. (Mississauga, Ontario)
SRAD-Subaru Research & Development, Inc.{Ann Arbor, Michigan}
RMI Robin Manulacturing U.5.A., Inc.(Hudson, Wisconsin)

We introduce the aclivilies of other alfiliate compamies in addition ta thase of the
above comparies in this report under the heading "Tepics
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Message from the President

President and CEC
Fuji Heavy Industries Ltd.

My name is lkuo Mori. | assumed the office of
President and CEQ on June 27, 2006. | am pleased
to have this opportunity to offer some brief
introductory remarks on the occasion of the issuance
of the 2006 Fuji Heavy Industries Environmental and
Social Repon.

First, | would like to express my appreciation for
your interest in this report. In light of the recent trend
which has seen the idea of CSR {corporate social
responsibility) universally advanced, we at Fuji Heavy
Industries, by establishing our CSR Policies in fiscal
2004, acknowledged that CSR is fundamental to our
business activities. We believe that our mission is to
contribute to society as a good corporate citizen by
actively conducting a variety of activities with respect
o our customers, products, the environment, legal
compliance and social contributions based on our
CSR Policies.

In order to grow as a company with a strong and
appealing presence, | believe that it is essential for
us to become a company, through our CSR Policies,
worthy of the enduring trust of all members of society
including our stakeholders. In keeping with this end,
we will actively conduct the following activities.

First, we will alter our corporate culture to develop
a customer oriented culture in order to meet
customer demands and expectations. It has been
observed that in some respects, we have attached
too much importance to technologies, but we will
change this tendency s¢ that we can pursue, create




and provide products valuable to customers by
further taking their viewpoints into account. In
support of this idea, we at the Subaru Group will work
together to become a company able to satisty
customers in all respects including products, quality
and service.

Next, as a transponration manufacturer, we will
actively conduct activities with consideration of the
environment and society by clearly acknowledging
the repercussions of our business aclivities on the
environment and the motorized society.

While numerous environmental problems such as
global warming have been occurring, we at the
Subaru Group believe that we will not be able to
survive, lo say nothing of grow, if we do not become
fully aware of our impact on the environment and if
we do not discharge our responsibilities for
environmenial problems. By recognizing the
environmentai impact of all our processes including
the design and development of Subaru products,
procurement of materials and components, logistics,
custorner product usage and recycling, we wil)
continue to create new voluntary plans to meet our
challenges and make all our processes “clean.”

We will also actively conduct research and
business aclivities to realize traffic safety for all
parties connecled to Subaru, including passengers
and pedestrians, and to ensure the safety of the
motorized society by fully considering the impact

Subaru participates “Team Minus 6"
- national campaign to help prevent warming

Greetings Top Msssage

automobiles have on society. Our products such as
the Legacy "SI-DRIVE,” which fuses driving
performance, safety and environmental performance
at a high level by taking advantage of the unique
advanced technologies accumulated from our
experience as an aircraft manufacturer, and the
Stella, a new mini car with class leading
environmental performance and user-friendliness,
are examples of such efforts. We hope that as many
customers as possible will drive these vehicles and
appreciate our attentiveness to these matters.

We have incorporated your commenits and
opinions into the 2006 Environmental and Social
Report and by reviewing the contents of our previous
reports tried to make this repoert more accessible so
that more people who use Subaru products can
understand our environmental and social activities,
We have separately disclosed on our Web site
detailed information concerning our achievemenis in
environmental and social activities.

We hope that as many people as possible will read
this report, and hope to receive your frank opinions
about the Subaru Group's activities.

August 2006

Subaru Environment LogoO
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Corporate philosophy

Corporate philosophy

The manufacturing principles of Fuji Heavy Industries Ltd. are built on the under all environments. Whie maintaining an empnhasis on these principles, we

tradition of arcraft manufagture established by Nakajma Aircraft, the will strive to develop new values and actively work on ervironmental problems

predecessor of FHI. The DNA of our company consists of pursuit of the best
performance, the fundamental concepts for designing arcratt, a concentrated,
lean package to materidize i, and thorough implementation of safe operations

and compliance issues while treasuring our tradition, so that FHI will be able to
provide customers and other stakeholders with more satisfaction and reliance,
and subsequently coexist in harmony with society.

s ™
1. We will strive to create advanced technology on an ongoing basis and provide consumers with
distinctive products with the highest level of quality and customers satisfaction.

2. We will aim to continuously promote harmony between people, society, and the environment
while contributing to the prosperity of society.

company.

3. We will iook to the future with a global perspective and aim to foster a vibrant, progressive

We Aim to Become What We Want to Be

Wa have been striving to move intc our ideal picture of a
company with a strong, appealing presence and develop new
values. To achieve the goals, FHI reviewed the two-year plan from
fiscal 2005 of the mid-term business plan, Fuji Dynamic Revolution
1 (from fiscal 2002), formulated the Revised FDR-1, and startad
new approaches. In accordance with Revision FDR-1, we aim to
improve Subaru's brand value in order to increase profitability and.
at the same time, strive to provida all customers with pleasura and

Corporate Code of Conduct

FHI set down a corporate cods of conduct to comply with
laws and regulations and to fulfill its social responsibilities,
based on our corporate philosophy. We will continue to
strive to become a comparny loved by all and contribute to

a sense of security when driving any car by integrating a higher
level of Safety and Environment into Oriving. # is our dream and
desire 1o establish a Subaru brand loved and supported by
customers all around the world and become a model company
where employees work with pride. With these in mind, we will carry
our activities forward steadily and make the most of our premium
values in every business area, including automaobiles, as a
company which continues to evolve for the future,

making society more affiuent by respecting individuals and
the corporate code of conduct and acting on the same
sense of values.

-

environment and safety.

UoA W

1. We will develop and provide creative products and services while paying sufficient attention to the

We will respect the rights and characteristics of individuals.
We will promote harmony with society and contribute to the prosperity of society.
We will meet social norms and act honestly and fairly.

We will maintain global perspective and aim to be in harmony with international society.

-




| Corporate philosopﬁ;CSR | Top Message l

CSR (Corporate Social Responsibility)

FHI belisves that the Corporate Philesophy is the CSR policy, or in other words, acknowledging that CSR is a reflection of

our corperate philosophy and fundamental to our business activities.

ICSRIACtvities)

FHI has been actively working on a variety of issues, including corporate governance, environment, compliance and social

service action as its contribution to the society.

Cuslomers and Products ]
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,  Subaru believes that it 1s important for us as automaker . f
1 not only to develop attractive cars but also to contribute to

{ the environment and society by utilizing our accumulated

t

!

technologies. Introducing the SUBARU *Rie”, a next

generation EV*', which we are developing with Tokyo
| Electric Power Co., Inc., is 1o realize an era in which
i environmentaliy friendly cars are commonplace.

Subaru’s New Proposal  The SUBARU “R1e” Electric Vehicle
In June 2006, we completed a prototype of the electric vehicle which we

have been developing jointly with Tokyo Electric Power Co., Inc. (TEPCQ)

since the fall of 2005, and introduced this vehicle 1o serve for business use at

TEPCOQ. This vehicle, with a top speed of 100 km/h, has improved on the R1,

utilizing thin, high-performance lithium-ion batteries capable of running

approximately 80 km on a single charge. We designed and manulactured the

vehicle and TEPCO developed a high-speed charger.

Realizing the Era of Clean Energy Vehicles

li is now possible to produce electric power from renewable energy
sources with less environmental impact, such as solar, wind. water and
geothermal power, but the challenge 1s how te slore the electncity. If
elecincity could be stored. the uses of eleciricity will greatly change, for
axample, night time electricity could be effectively utilized and electricity
could be stored onboard vehicles. Based on this idea, we have worked
on the development of secondary batteries which store electricity.

In May 2002, FHI established NEC Lamilion Energy, Ltd. (NLEY*?,
jointly walh NEC Corporalion (NEC) as a planning and develgpment
company for automative manganese lithium-ton battery packs. Al NLE,
we worked on the devefopment of secondary baltenes for hybrid
vehicles, electric vehicles, and fuel cell electric vehicles, with the resull
that we successiully developed long-life batleries, based on the high-

Diagram of tha internal mechanism of
the Electric Vehicle R1a

Development of Secondary Batteries (Chargeable Batteries)

perforrance fuel cells developed for hybrid vehicles and electnc
vehicles, good for ten years or approximately 240,000 km. This type 1s
called the NLE fithium-ion battery.

Superior characteristics of the NLE lithium-ion battery
devetoped using the technology to laminated
manganese lithium-ion battery packs

(@ High-power

(& Supericr mountability

@& Quick charging

@ Long life and high safety

® Low cost
HLE lithium-ion baftery mounted on the “Rie.”

% 1: EV: Electric Vehicle

#2 :In March 2008, we lerminatad our jont venture at NLE following the successful development of the prototype.




Cle-an -energy vehicle SUBARU “R1e” ’ E S R
Never Give Up on Dreams - Kazumasa Arai
The most remarkable feature of our SUBARU R1eis its newly developed NLE
lshium-ion long iife batteries, which last apgroximately 10 years and can be quickly
charged (15 minutes).
In addition, when these batieries are used in electric vehicles, the motor can
generate the necessary (orque on starling up to acceleraie from a stop as quickly as

a gasoline-powered vehicle, achieving a delightful Subaru-tike driving performance.

Y, . We advanced the development of the “R1e" based on the *R1", a aini car already
e available in the market, in order 1o keep cosis as low as possible.
7 There are still many challenges 1o be met such as finding an ideal way to maunt

the batteries, necessary to disribute and reduce the car’s weight, as well as setting
‘:“/ the price. However, we will first work 1o popularize this car for business use aiming to
release it lo the market ai a reasonable price in the near future.

[ ]
A Y i
t . :
P 'y ) Kazumasa Arai
a4 - }‘ L Manager. Core Tecringlogy RE&ED Group

SUBARY Teckrical Rescareh Center

Characteristics of the SUBARU “Rie”

The Subaru “R1g" has an ideal charging sysiem hecause it generally takes about eight hours* to charge and can
be charged from a househiold power outlet which makes it possible to draw electricity at night time when electricity
prices are lower. It takes only 15 minutes™ to get an 80% charge of the battery with a high-speed charger.

The Rie oifers both practical perlormance and driving performance with a top speed of 100 km/h and

acceleration and braking equivalent (o that of gasoline vehicles.
100V Plug outlet

Moreover. cruising distance is approximately 80 km with fully (#00%) charged batteries. This is an
g pp ¥ y( "9) g P|Ug . m (AC100V)

environmentally friendly car with no gas emissions such as carbon dioxide (COz).

% charge of the
battery in 15 minutes

Image of an NLE lithium ion battery being

8 hours (approx.)

charged on the Subaru "R1e” for charge — ;d -
For battery charge recourses, we assume Ign-speed charger
AG100V household pawer outlet using night time {developed by TEPCO}

electricity and AC200V power outlet of
high-speed charger.

Connector for
quick charge

(AC200V)

()
Exhibited at the 39th Tokyo Motor Show 2005 — Passenger Cars and Motor Cycles

The “R1e”, an R1-based electric vehicle, was placed in the Clean Energy Test Ride event at the 39th Tokyo Motor Show, which was held at
the Makuhari Messe from Oclober 19 through November 6, 2005, and more than 500 visitors in total experienced Subaru's latest technology.

Al the Test Rida course. "The driving noise is considarably less than gasoline-powarad vehicles and acceleration is suporior” Visltors looking over the mechanism and features of the car.

* 3 : When fully (1009 charging the baltery using the onboard charger {single-phase 100 V).
%4 : When the batlary 1s 80% charged using a stationary power supply (three-phase 200 V)
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On December 25, 2005, Ihe protolype “SUBARU BO/2.0,” a 2000-kW I

class, large-scale wind lurbing system, developed in three years by Eco
Technatagies Company, was erecled and began demonstration testing,
in Hasaki, Kamisu City, Ibaraki Prefeclure, This three-bladed wind
turbine system, which has a 2000 kW cated power outpul, has variable
pitch controfs and is 62 meters in height from the ground to the center of
the rotor, The rolor, which has a diameter of 80 meters, can generalg
elecincity from a wind velocity as low as three melers per secend. The

; generalor was developed by Hitacht, Ltd., our joint development partner.
 caEy

AR

Vipw of the 80 metor di rotors being biad from the tap of the 50 meter high lower

Superior Characteristics of the SUBARU 80/2.0

1. Downwind-type turbine with high power generation capacity
The main feature of this wind turbine system is its downwing-type turbine with
the rotor placed on the leeward of the tower in order to fully tllize the engrgy
of wind blowing up from mountaing and hilly areas. Also this design is safe
and sirong because the load placed on the main mechanism by typhoons and

turbutent wind is reduced by weather cock siability characteristics.

2. Designed to withstand farge typhoons and thunderstorms
As a countermeasure against the extremely strong winler thunderstorms
which occur in the areas along the Sea of Japan, this system was buill 1o
lightning-resistance specifications siricier than international standards.

3. Easier installation is possible by transporting disassembted parts partially
Because the large and heavy parts can be disassermbled nio smaller compenents, the
system can be iniroduced in areas where { used to be difficult to install 2000-kW class
systems, further contributing o the popularization of wind turbine generator syslems

Downwind system
- Upwind system (raditional wind systems)  Downwind system (Subaru 80/2.0)

ooeates inweak

0" 5170Ng i s !
TN .
@ ‘4 _ .o
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‘ -~ : Subaru Large-Scale Wind Turbine Systest "SUBARU 80/2.0"

e - —

\ i ! Please Watch for Subaru’s Wind Turbine System — Toru Nagac
: ' In response to increasing market demands for large-scale wind energy, we developed
the wind turbine system by integrating our lop technclogies. When | first saw the huge,
B0 meter diameter turbine slowly start 10 rolate in the wind, | was deeply impressed.
This system will be commercialized in the near future following verificalion lesting of

the prototype. Please watch for Subaru's wind turbine systemn. Toru Nagao

Project Gereral Maroger
Wird Turlre Prejedt,
Foo-Tecrnologins Cormpinny

Wind Noise Has Been Minimized — Hiroshi Kato
We have directly tackled the challenges of a large-scale wind lurbine sysiem, including how lo improve durability in

Japan's unigue weather conditions which include typhoons and thunder storms, and how to iransporl and instail parts

easily al low cosl. We were able to make the wind noise of the downwind-lype system, which was a concern, quieler

than that of the upwind-type system by utilizing the resuits of our many years of research,

Hiroshi Kato
Project Mamiiger,

Whna Tartneo Froject.
Eco-"eehrolgies Company

Unique and OQutstanding Subaru Design — Yoshinobu Noborisaka
Subaru’s small-scale wind turbine system, now on the market, has been favorably evaluated by customers for ils

.+

utmost importance 1o consider the environmental effects of manufacturing and transporting the system and to gain  Ygshinoby Noborisaka

Marzg. s Wog Tuat e Pig e

the trusl and understanding of local residents where [he system is installed. before proceeding with development.  Feo ke og es Cor navy

superior design allowing it to blend in with the landscape. Similarly, the design of the recently developed large-
scale wind turbine system will be yel more sophisticated by the time of its release.
Wind energy generation can easily convey an image of enviranmental friendliness, but we still think it is of the

BuefmevelopmentifistonyiorlSubarWindiil binelsyste

1996 - -

The gevelopment of w ra lurbne systems al Subaru began when some yolrg aefospace
ergreers. who werg NIEresien © ery Igemeria’ 15sues, gol logether ang slarteo research n
tre fige Lne mokvated by the auestons, “What can we ‘aave for our ch dren? ana *Is there
any new bLEIness wa £an riliate by Ltlizing aerospace techinolog a5 We corcucted jon
resgarch with tre Mechancal Engineerng Laboratory, the Agency of Induslna' Sc ence and
Techro'ogy {currently tre Malional instiule of Advanrced Incusir 3' S¢ ence ard Techroiogy,
an rgapencent agT nsliative agency) 1o study Biades for rew winG power gereraton
systems anc contro!, estab sh rg rew basc lechrooges nthe process

1999

We were delegared by NEDO" {0 conduct research anc development for the naional
project. “Develeprent of Acvanced Wind Tubire Systems [or Rerote Islards ™ For ks
prgiec:, we Gavelopas a SLPeNG! wing e sysie {300 xW wik world leaairg perfoiance
ard furctions. This system s row avadable on ihe make; as ihe SUBARU 22100

2000

In Nowerrber, we arnounced the "Subary Small- Wira Tubine Systern” (Subaru 5i4 (40 %W).
, - This effecii-e wira generation sysiem. which has a beauifl Subary style cesigr and quietness
& N J EThe Iln being sirable for ciies art parks. has beer eTpIoyec for private Lse aro Lhversry resesich arafas
. " _.",:: ¥ Iittad 1 the tower beer favorably receved by many cusiomess as a sy bol of emarormenially Inencly erergy
@The 62-m-high tower / i
baing construcied {/ T ," l l‘l ? 2005_ - e N - o
) 3 Ggg;:g:]“;::r:;:‘gm o In December, we nstaved Subaru 80/2 0. 4 latge-sca'e winG turo ne syslem (2000
[N Japan kW) in Karr-su Cty, Ibarak: Prefeciure and began cemonsiration operat.ons
- -I - -
- : L Subaru Small Wind Turbine
- ‘ System
The Subaru 15/40 received 2001 and
~ 2002 Geod LCesign Prizes and fiscal 2001

NEF Prize {Agency of Natural Resources
and Energy Director-General Prize).
| S—

(TEmployees take part In the @,‘T‘MP'as‘mm'-‘- ha vigking 0t and kg pelon Ho sad, ot
installation nany compy prasilents pet o en up such 3 wind pows prwraty [ugtig” Subaru 1540 Tochigi Science Museum

%1 : NEDO: New Energy and Indusiral Technology Development Organization
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Tre Sabanu Visilor Center, opened in 2003

Subaru Eco Class Delivery Service for
Elementary School Students

The Subaru Eco Class Delivery Servce 5 a community-based environmenta’ educalon
program, which Gunma Manufacturng Diwsion has peen conaucting snce fiscal 2004 The
man character st of th's crogram is the combination of ecucalional vis ts (Subaru plant
lours) w 1h eco ¢ asses by FHI siall vis tng schoo s {Suparu Envronarental Exchange Circe).

We Would Like to Provide More Opportunities for
Children to Learn About Qur Environmental Efforts

The Recyeling Lab where we introduce Subaru’s environmental actrilies was
established at the Subaru Visitor Center which apened in July 2003 at the Yajima Plant of
the Gunma Manufacturing Division  This Lab is open 1o wisilors for plant tours and shows
the processes involved m manufaciunng automobiles. Approximately 92,385 people.
mainly elementary school students, visited this fab in fiscal 2009

Based on our wash 1o provide opporunities Lo elementary school students who visit the
plant o learn maore about our envircnmental acliwtieé and increase their awareness of
environmental 1ssues, we offer the Eco Class Delivery Service {16 schools in fiscal 2004
and 22 schools in fiscal 2005) i collzboration with Ota City, our loca! municipality, and the

local board of education. both of which are advancing the ISO* process for schocls

Children are very interestad
In gxpariment rasults

R
Questionnaire survays returned lrom

]

The Theme of the Eco Class Delivery Service is "Let's Protect Qur Valuable Earth!"
With the theme "Let’s Prolect Qur Valuable Earth!”, we achieve our educationa! goal of
developing children's environmental awareness using a film screening, an experiment
simulaling glchal warming using a flask and carbon dioxide, and a quiz in the Eco classes
s0 |hal students think about whal they can and have to do to protect the environmenl now
and in the future and then fake action. Each class lakes 45 minutes. The childrens
environmental awareness is always very high and cur classes are always favorably received.

alemantary school students and teachars

%1150 stands for Inlernational Organization for Standardizalion. 1SQ issuaes a variely of internalional cerlilications including the 18014001 for environmental managemant systems

and the 1509001 for company qualily control systems,




Intreduchion of Sudaru Envronmrental Exchange Circle gt Gurma Manufaciunng Dovision LR I

Subaru and Local Communities Should Tackle Environmental Issues Together
Our wish and the opportunity were granted — Kazuyo Tsuchiya

This activity came about when we started thinking about what we could do to contribute to the local
community. We would like to express our appreciation to Ota City, which gave us the opportunity to
develop our ideas by listening to us and helping us. At the Ota City Board of Education, we learned that
local schools have conducted "School 150" activities.

Subaru Eco Class Delivery Service was born from our wish to visit and help focal residents in return for
their frequent visits 1o our Visilor Center, and our desire to help children understand the impertance of the
global environment. We have only one opportunity to meet each school student and for only 45 minutes at

Kazuyo Tsuchiya that. However, the children listened with interest 1o our enthusiastic discussien of the environment. | am
Evaronmet § Satet; Paicy Pasig Degt . .
G Moty Didin always thankful that we started this activity.

Learning aboul the environmental activities conducted at schocls through the Eco Class Delivery
Service was helpful for us. Subaru and local communities should tackle environmenital issues together. We
would like to actively continue envirenmentally friendly business activities by exploring the ways we ¢an

L ™y take care of the fulure global envirgnment with the children who will lead our future.

Toshiyuki Kawano

FAREY™ We Want to Improve the Educational Content — Toshiyuki Kawano
Regrettably, we could not compleie our discussion during classes due 1o time constraints. We would

like to review the contents and make the key points clearer.

We Want to Communicate Qur Activities Related to Automobiles and Environmental issues — Seiji Mog

Seiji Mogi T . . .
Evrsratt St Pty Pamng bt I think it is important for us to understand more about the impact of aulomobiles on the envirenment and

our ewn environmental activities, and to communicate these to children who love autormobiles.

We Want to Train More Instructors — Katsuhiro Hori

| feel that our relationship with local residents is becoming much better as a result of the Subaru Eco
Class Delivery Service. Because we are facing some problems such as a shortage of instructors for the
increasing number of schools we visil, we plan to focus on training more instructors.

We Want Our Eco Class Delivery Service to Become a Grass-Roots Activity — Kiyoshi Hoshino
In order to enhance the contents ¢of our educalticn program, we have (o understand more about school

programs and actual school situations. It is important for us to have a clear idea of what we really want o

communicate to children. Also, | think our challenge is to improve the program so that we can combine

the Subaru Plant Teurs and the Eco Classes maore effectively. Subaru Eco Class Delivery Service began in
fiscal 2004 thanks (o the cooperation of Ota City and the people involved. We will expand this service

Kiyoshi Hoshino, ) i . ] . ) i -
Exvrorerwt § Sulty Py Parcrg Dt outside the city hoping that it spreads and becomes a grass-roots activity in neighboring communities.

Achievements of Subarue Eco Class

Delivery Service in fiscal 2005

et b, D Subaru Environmental Exchange Circle Received the 15th Energy Publicity Activities and Faciities Award
Niragawanishi Jurvg 28 [}

=0 a1~ |  On March 25, 2006, Subaru o o e s wre e oe
Lougenmine e = Environmental Exchange Circle | WI } v

— e ¥ | received the Information Center for -

- Som 22+ | Energy and Environment Education

O gesh, 202 e~ | Chairman Incentive Award at the

L = 19 | Energy Education Fair 2006 held at . B

ot o el | the Stience Museum (Tokyo) as a : . -
Savanochio oo £ 1 | superior example of an activity ] [ ’ f " .
E};‘Em e g '?'5 ”é’z conducted in (T‘ooperation with the Emrﬁ t:;: g:a:nﬂgf:;i Sutratu Our;d[lclallona:r;\awrials on dlspla; -
Ola ey Nov 21 &%ﬂ local community. Hashine and Tsuchiya firam ‘Lo ight




Coexistence of Nature Cars and PeOpIe
To become a company friendly to people and
the environment, we have start;ed with what we can do.™

‘Fuiji Heavy Industries has been conducting environmental activities logether with Subaru dealershups" 10 buitd enwronmentany friendly
deararsh:ps Here we introduce Nugala Subaru C Ltd’i'l wh 'h Aacquired ISO14001 certification (Enwronmental Managemenl System)
in June 2005 and has been actlvely pursuing envumnmenlal achvmes

\

Location Headquarer: 2307 Yamada, Nigata City ::::: g:g Ku i Branch
Establisned  Established October 18, 1958 ®Senvice Cenler
. ®Niggata Ebigase branch
Pad-n cagitar 150 mithon yen ®Snhibata brangh
Employees 362 (ag o July 1, 2005) ®Toypsaka Venicia Canter
i ) #Toyosaka Shoot Motal Painting Center JAB JARI-RB
Description of business © Sales and maintanancs sorvics #Toyosaka Parts Cantor Ly #L omm
of 51 modoty of Subary vehicies and Ingusiy Products Enironmanta Departnon, Indasirls Veruclo Socbon e JAERDBST

Aiming for Coexistence of Nature, Cars and People

Although automobiles are very useful for everyday life, they have significantly impacted the environment. Niigata Prefecture, where Niigata
Subaru, Co. Ltd. is located, is a productive land with bountiful nature, but at the same time, the society is automobile oriented and the highway
network is well developed. Treating the environment with the utmost respect, all of us at Niigata Subaru with the support of local residents
have been conducting activities based on 1ISO14001 (Environmental Management System: EMS) starting with the things within our capabitities.

Advancing Activities with Realistic Goals by Involving All Employees
Since the kickoff of 15014001 in the summer of 2004 until the present day, our activities have not
necessarily gone smoothly. We visited the Subaru Teams, companies wilh advanced programs,
government offices, audit institutes and other related organizations many times (o learn about EMS.
Then, we set a policy under which we could first conduct activities wilh realistic goals.
n addition ta working on EMS, which is a matter of course for achigving corporate social
responsibility, we set this as our primary goal at the same time aiming to cullivate human resources by

carefully managing our targets in order to establish a firm foundation for our activities.

Tsutomu Suzuki
Part-Time Auditor

Achievement of EMS (Environmental Management System)--- Effects of Internal Audit
We eslablished the audit team - ] \

with board members and

execulive officers as the core.

This team of auditors has been

able to understand in detail the

aclivities of other divisions and

) . . ' Satoru Saito
Masao Naito, Diracior, Salas & Marketing Division, A cut-off valve based an an empioyee's idea placed Diracior, Genoral Manager,

gain a broader vision of in-house

organization. conducting internal audit on the olly water separating 1ank Sales & Marketing Dhvision

* 1 : This calch phrase was selected from among employee suggestions in the EMS establishment process of speciying business activities causing environmental impact.
* 2 Subaru dealerships: Thare are 48 mambar comparves in the Japan Subary Automobiie Sales Association (as of July 2006).
# 3 : The environmental aclivities of Niigata Subaru, Co. Ltd. are alsa disclosed on Ihe WeD site: hitp:/iwww.nigata-SUBARU. co. jp/envienvironment. html




Intreduction of environmental achvmes of Subaru Dealer AR

Things We Can Do- - - Activities of Other Departments
We are advancing green procurement activities by placing importance on communication with our business partners.
(Kaoru Touma, Human Resources and General Affairs Section)
We are serious about organizing our workshops. We check our customers’ vehicles at orderly, organized workshops.
(Nacki Watanahe, Assistant Manager, Service Center, Kurosakl Dealershlp Head Office)
As sales personnel, we are actively communicating our envirenmental activities 1o cuslomers.
(Takeshi Nakagawa, Assistant Manager, Sales Division; Kurosaki Uealershnp, Head Q_[flce}

Progress
We have been able to increase mutual trust across divisions by understandmg other deprmmbnts problems and eﬁot{athrougn fhe ,
internal audit. (Sataru. Yokoyama, Sales Support Manager)

Because we have made the standards clear, we are able to expand the activities to all other dealerships in the prefecture.

=~ (Muneo Tanabe, Manager, Service Department)
Important Points for Advancing EMS Aclivities >~ : ’
In order 1o advance the activities as a whele. we are trying tc reduce the number of rules 30 they can be easily understood by everyone,
(Naoki Tangka, Manager, CSR Prormet:an Section) )

i i A
We Are Also Actively Conducting Social Action Programs

We are also cenducting cleaning activities arcund ithe dealerships and supporting reconstruction

aclivities in the wake of the Nngala Chugtsu Farthquake.  on Navember 19, e received a latter of
appreciation from the district afflicied by
the Niigata Chuetsu Earthguake,

Since the immed ate afterrrath of the
earthguake, Niigata Subaru has ‘ant two
Samper trucks 1o the Nippon Foundal.on
(vg'unteer organizat on) wh ch has been
asg'sing :n the all 'cled area These rucks
have peen fu y ut ' zec for transooet nthe

Cieanmg activities conducted anca ,
amonth around the dealership, asircl oy vounteers irom across Japan

Japan’s First Organic Show Room Constructed With No Harmful
Atopy-Inducing Building Materials  Shibata Dealership

Recently, illnesses such as atopy have been iinked 10 harmiut VOC are restrictions such as no smoking and no waxing. However, the dealership
substances® contained in building materials. The Shibata Dealership is Japan's received favorable evaluation from our customers as “a store friendly to people
first organic show room for automobiles constructed with materials that have no and the environment,” resulting in an increase in the number of shop visilors of

harmiul substances. Maintaining the deafership is very diflicult because there more than 20%. Please feel free 1o visit the Stibata Dealersmp

. Masuo Ikarashi
Shibata Deaership: Acquired 15014001 certification Show room: The surroundings are redaient with nature Kid's room: Everything is maca fram natural materials Shibata Deaarshg:
by a registrar in June 2005. Stote Manager

interview with President lkeda

We are keenly aware of the sirong need to incorporate environmental factors such as resource
canservation, low poliution and recycling into all stages of our business in addition to providing the leve! of
driving performance and safety which Subaru is known for.

We will advance our activities based on the conviction that engaging in environmentally friendly activities is
fundamentally linked to the successful expansion of our business and essential 1o becoming a company which
moves and delights people and which is moved and delighted in return.

As a Subaru dealership that serves all regions in the prefecture, Niigata Subaru’s respensibility is to become

“a general hospital for the customers' life with Subaru cars while holding the network of focal residents in high
Shuichi tkeda regard and cultivating good relationships with customers through the provision of autemotive products.
President We will utilize EMS as a tool to realize our goals. Please watch for our fulure activities.

¥ 1: VOC stands for Volalfe Orgamic Compounds.
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cnvironmental vMianagement

FHI started the Environmental Action Project in 1950 and has since taken advanced measures to protect the environment
in various stages of its corporate activities. Currently, we are working harder toward achievement of the goals specified in
the FHI Environmental Conservation Program (Fiscal 2002 — 2006} {Voluntary Plan for the Environment™! ) by reducing the

environmental burden.

Environmental Policy

FH o2"eves that respording to the problers of the gooa’
envronTen s one of the Tooviant 1as«s of anagement. Based on
15 coroorate o osophy. FH has estab shed an Env-onenia Po oy,
a 00! ¢y for caryng out envonmenta consenvaton. FHl has a'so
estarshed gu de’nes lor speciic actons — the Operating Criera for
Emeronmenta Conservation n order 1 Dromate the Poicy. Ivolng
a.of the employess. FHI s maving its actw s forward,

[Environmental[Rolicyfksiabispedipnl o5}
FHI recognizes the integral relationship
between the environment and its
business activilies and strives to provide
products that are friendly to the earth,
society, and people. FHI is protecting
the environment to ensure our future.

Cperating Criteria for Environmental Conservation

OperatinglCriteriajforEnvironmental Conservation

1) FHiis commated to environmental consenvation and
gives consideration to environmental impacts al every
step of product development, design, manutacture,
sales, service, and disposal.

2) FHt observes relavant laws. ragulabons 2nd agreements wih
communities and industries, while also promoting votuntary
activties in acoordance with its gwn environmental objechves
and targets as determined by the Company

3) FHI recognizes the impartance of continual improvament
and efforts lo prevent pollution and encourages every
employee to act with sel-awareness and responsibilty.

4} FHI endeavors 1o raise emironmental conscioushess
by providing educational apportunities for its employees
acoording to therr job status and job description

S} FHI segularty pertorms audits and inspections 1o
improve its environmental conservation activities.

6} FHIis committed to interacting within the
community and engaging in joint activities to
further environmenial consenvation.

[ClOverall Environmental Burden Concerning FHI's Automative Business

Corporate Activities and
Environmental Impacts

FH 5 a ransporaion mansfachrer i0Cusg 01 afomok'ss.
Automos g8, which are a convenent avd comfortas & form of
transportaton, are now ndspensabe for wig namodem
socaty. O the other hand, however, astomob'ss reque | mied
goba’ rescuces as materals and fuels. Consequanty, taey enit
GOz, whien causes goba’ warming, as well as otner ar
po’dants, We oe eve that automo.'es make fe more g'easant
and ref ect an aff ugal 506 &ty Dt {ny understand nat
audomobes have sucn disachantages, as we' as advantages.
Witn inese n mad, we musl work nard oy a detter future, FHI
accepts te tass of consery g ooin e g 0ba' enwonvment and
g 02nefts of aUtomoD 'es Dy ConS Jer1g ine envrpmenty’

meacts ad edac A tne envronmenia’ Lurden ivougn e
fecvcie of development, production, use, dsposal, and secye ng
of astomon'es.

I opoe s ras Altemotivelllifecyele J} ouT
T' s ,:,, ............. —l T _f T T T T S v T T
1] Materials manufacturers : Matenals and parts input
Paris manufacturers
———— / . - ﬁ 3
Energy p 28) FHI T "7 Developnient and des g r : '
y \tNateI,-r 1. 28) . -, ) Procurement, J \
aterals (p. 28) i ' o . i co ‘
lt roduction | g i
Fuel ) - ,-l!‘““‘““? Lagistos| = : 03
Matenals - - 2 ] < N
i — Yo, )
Energy Dealers Sales, Services
Materials - co
-t Wastes
CO:-
Customers Use NOx
Fuel . P
- . CcO
HC
F v
3 Recyeling of end-of-life
000 vehicles
g

[The ELVs Recyching Law)

%1 : For the details of Environmental Voluntary Plan, pleasa reler lo Suppiementary Valume for Qala Related to tha 2006 Envirenmental 8 Social Report an our wabsiie (hitp:/www.Ihi co.jp).

* 2 : For the FHI Corporata Environment Commiltae, please refer to the Supplementary Volume for Dala Related lo the 2006 Envirenmental & Social Raport on our website.
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New Voluntary Plan for the
Environment

The New Voluntary Plan for the Environment,
“FHI Erwircnmenial Conservation Program (iscal
2002 to 2006, finalized and announced by FH!
in June 2002, is designed to enable FHi to
contribute to society by making all our processes
clean and by offering our customers greener
products through a system of environmentally
clean plants, logistics networks, and dealers. The
plan is based on the fundamental principle that
for a company to have a strong and appealing
presence and achigve sustainable growth it is
necessary to live in harmeny with society and
reduce environmental impact.

Alang with our efforts to achieve the targets
set for fiscal 2006, we created the Fourth
Voluntary Plan for the Environment, “FHI
Enviranmental Conservation Program (fiscal 2007
ic 2011} (see p.20).

Organization

We established the Corporate Emironment
Cammittee™ to realize the Environmental Palicy, the
Operating Crilera for Environmental Conservation
and the New Veluntary Plan for the Environment, The
Committee is chaired by the officer in charge of the
environment and administered by represeniatives
from all business sites. At the Committee meeting
held in May 2006, the progress of the New Voluntary
Plan for the Environment was confirmed and there
was discussion of the Fourth Valuntary Plan for the
Environment (see p.20). the new activity plan.

Overview of FHI's Environmental
Performance in Fiscal 2005

Our main environmental performance statistics for
fiscal 2005 are shown in the graphs. We reduced
emissions of GOz and chemical substances.
Moreaver, we maintained zero emissions ™ of waste
malerials, Activities conducted at locations other
than manufacturing plants includs such efforts as the
recycling of all sales promotional material in the Head
Office area (Tokyo and Sailama Prefeciure).

Environrmental Management Report [ [Enviconmental Repoet] ]

OOrganization of the Corporate Environment Committee

‘-{ Engineering Enwironment Committee l-—| Ronycing Engaeriy Devaloprainl Subcommitea |

Green Procurernent Subcommities |
—{ Purchasing Environment Commitiee

Green Purchasing Subcomimitiea |

Zera Emrssions Subcommitiee

—I Production Environment Committee

Global Warm g Provenzon Subcomiiries

CorporatslEnvironment

Pollulion Prevention Subcommittee
Domeslic Alfi.atsd Company Subcammitize

Commities

-
‘-‘{ Sa'as znd Serv c2tog<tes Envrorment Comrites

Sales/Service Subcommitica ]

Logistics Subcommilies ]

e R = e T e T )
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OTrends in Armoaunt of Waste Materials
Generated at All Manufacturing Plants

[T amount ot waste matenats esciuding Scrap Metal
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CTrends in Amount of CO: Emitted* at All
Manufacturing Plants

Jamount of GOz emitted
-0 Energy cohsumpton per production (hscal 1930 = 100)

OTrends in Amount of Landfilled Waste at All
Manufacturing Plants
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OTrends in Volume of Water Used at All
Manulacturing Plants
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DOTrends in Amount ot Chemical Substances subject
to the PRTR Law at All Manufacturing Plants
[JAmount of PATA chemical substances used
] Amount of PRTR chemical substances emited
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OTrends in VOC Emissions al Automotive BL

VG emissions al Automotive BU
-G~ Reducton sate {Fiscal 1995 emission 108 $44m? = 100) o
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%3 : FHI's delinition of zero emissions 15 that the lotal amount of landlil wasts (wasle malerials directy landhiled + wasle malerials (realed miemned:alely by extemal companies) is less than or equal o 1% of he total amount of waste
malerals excluding scrap melal (industnal waste + ndustnal waste subject Io special control « general wasle Irom business operations). Yie have already achieved and afe mantaning zero emissions al 2 manufacluring plants,

*4 : CO» convarsion factor used for discharge: Etectncity [0.3813 ton - CO2Mwh], heavy ol [2.6577 lon - CO-/KL], kerosene (2.5284 ton - COJKL), diesel oll [2 84ad1an - COZKL], manutaclured gas
12,3539 lon - COThousands Nm'] Seurce: Japan Automobde Manufaciurers ASsociabon, In¢. Some ¢aia in the report uses our onginal conversion factor.
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Environmental Management
System

FHI acguired ISO14001 certification in
all of its main businesses” . In Japan, a
non-manufacturing affiliate company,
Subaru Kosan K.K,, acquired 15014001
certification in March '06. Also our
overseas affiliated company, SRD {Subaru
Research & development, inc.) acquired
certification in December 2005, Domestic
Subaru dealers, Osaka Subaru, Co. Lid.
and Niigata Subaru, Co. Ltd. also
acauired certification. As a result, five
domestic dealers have now acquired the
certification in the Subaru team.

Environmental Audits

FHI implements checks fraom different
aspects to see whether we are
progressing as planned and how our
activities are going on to achieve the goals
set in our Erwironmental Voluntary Plan.

OEnvironmental Auditing System

Business site EMS activity

Systemn auditing ] f Fac.ity auditing
Third party autiing
by assessment Environmental

regisiration organization patro!

Infernat Facy envi al .
emarcnment sessmar

auditing

Compliance
audibing J
\ AN

Env.ronmintil perlaim nes
2 ament sy, fom

Environmental performancj

Environmental Performance
Assessment System

We introduced the Erwirenmental Periormance
Assessment Systemin fiscal 2002, After each
business site and specidized committee implements
self-assessment, the officer in charge of the
environment visits each business site 1o conduct an
interview (or an audit) about the progress of activities.
The interview coordinates our activities through the
confirmation of achievements and idantification of the
measures that need fo be taken. In fiscal 2005, we
reviewed some assessment methods to make the
system more logical and effective. The assessment
resuits are shown in the following chart. Challenges
we need 1o meet include the consideration of the
environmental impact of the parts procurement
processes and production processes, the disclosure
of environmental information and the improvement of
communication with stakehcldess.

[Fiscal 2005 Environmental Performance Assessment
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£.5787 KT 00 0 5000 401
process

5 Heduction of environmental burden
&l sales servicetognbon process.

1 ,,.J w. !
. . u> -— L,
The officer in charge of the envirenmant conducied audit &t site
{at Ina righl adge)

Environmental Risk Assessment

We have been implementing Environmental
Risk Assessment since fiscal 2001 under our
original assessment criteria for facilities where
grease, fuels and chemical materials are used
and stored for the research and development
and production processes. The assessmeant
quantifies the risk level numerically and we are
improving facilities with high figures in terms of
equipment and management in order to
reduce potential risks.

In fiscal 2005, we carmied out risk
assessment mainly at divisions responsible for
construction in order to pravent spillage at the
sites and fo eliminate totally any complaints or
violations of voluntary standards by preparing
documents explaining the standards, providing
education and improving the guidance given to
external companies.

Environmental Accounting

We introduced Environmental Accounting in
fiscal 2000 and have been reviewing the result
calculation methods since fiscal 2005. (Please
refer to the Supplementary Volume for Data
Related to the 2006 Environmental and Social
Report on our Web site for an overview of the
calculation methods and accounting criteria
that underwent review.) Our {nonconsolidated)
environmental cost in fiscal 2005 was ¥15.6
billion which was ¥2.4 billicn {13.5%) less than
the previous year. This was due to cost
reductions as a result of enhanced efficiency in
resgarch and development. On the other hand,
economic effects totaled ¥1.8 bilion which is
almeost the same as the previous year. This
was mainty because materials of value were
sold, the usage of paint and solvent was
reduced and energy costs were decreased.
With fewer costs compared to the previous
year, the environmental burden was further
reduced by maintaining landfilled waste at zero
level and reducing energy consumption in afl
manufacturing plants.

* 1 ; Details of FHFs 15014001 cenil 1 and

nents by the A

10 the 2006 Environmental 8 Social Repert on our Wab site.

1ant and Regisiration Organizations in iscal 2005 are shown in tha Supplementary Volume for Data Related
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Environmental Education and Enlightenment

In f:scat 2004, FHI precared company-wite undied textoneks for enirgnmental ecucation. FHI hag
contaued! educalng dilerent ‘eve's of empioyess, rangng from new recruts 1o hose fecewing cromotons by

acqueng certfcaton. Inaddton, we are iving o caty oul nsiructve actvi es accordng fa the plan, ncudng
emergancy dr”ng sased on tne Envrormania Management System EMS), env -onmental campagn montns,
Ocerat.ons Improvenent Gase Study Presentat 00 a7 e0.£a1 093 540001 10 DUSNESS Darings.

Enviranmental case study prosentalions Environmanial case study presenlanons
{Uisunomiya Manutacturing Division} (Saitama hanvlaciunng Division)

Environmental Communication

FH! has arranged contact channels to maintain communication with local residents in each business area. and distributed environmental
information in a variety of ways. In the Subaru Visitor Center in the Yajima Plant of the Gunma Manufacturing Division, we have a recycling lab to
introduce our approaches to tackle environmental issues. In fiscal 2005, 92.385 visitors visited the Center. {glementary schaolchildren: 77,962 from
914 schools, general visitors: 14,693) FHl also participates in Environmental Management Forum sponsored by Nikkei Business Publications.

Cases Where Requirements Stipulated in Environment-Related Laws Were Exceeded, Environmental Incidents and Claims

The number of cases which exceeded the requirements stipulated in environment-refated laws {ncluding cases which excesded voluntary standards and administrative guidelines),
environmental incidents and environment-related claims in fiscal 2005 are shown in the following tablz along with ther detals and our réspenses. We are advancing preventative maasures
by conducting nvestigation of causes, taking couniermeasures, enhancing the education of divsions in charge and related parties and mproving the environmiental inspeciion process.

OFiscal 2005 Number and Details * ' of Cases Which Exceeded the Requirements stipulated in Environment-Related Laws

O (]

T el eress | GBS T CRNEERD GEENES
Grma Cases wheh exceedeo the voluntary | Total of threa cases 12 aled 1o waler po ubon includ.ng phosphorus | We rewewed the s:ardard ' operating manageme™ ¢ ™a £%uenl 1pamer:
VxS | stancares 3 (water pof ubon) npart o scharge walgt eageed ng e vo untary slandards faciy and \00k CCurereas.ses by esiahlsring a sterizasor faciity
e g Cases wh ch exceeaeo the stpu'atea | One of tha sink oulla:s at the Hanoa Plant n Aschi Prefeciure hag Wa look countermeasures 1o prevent lhe cause of the problem,
MeackxrergBeem| requirements - 1 (water po ubon) BOO ard £O0* 0 amounts axceeding :ha values stipulaied inlaws | which was the discharge of water lrom a construction site
Sa1ama Caosuhch enceeed 050y canoass e’ o) | BCC kevds 0 & sewee exveeded volivany cardyds ¥ crackaa the 1ac: ty 3-0 mprgved the managemer
MondaclergDison| Cesezeter etentes be spuiasd aoigemars * hest | Nesatoa'sa fug oo ga megguomen 'moe- 200 oo e exceeied e 5. 80 requegmens | e nave Lken Co.rlenmeasuas Dy report=g 1ng malter [0 the relevan: oover™ g ody

In ada.Lon o the above cases. a talure io repartin ascordance with lne Paruton Control Agreemont with tre 1acal commurly occwrred al ine Gurma Manutaciunng Dwision. b we have Gea 1 with IS £35e Oy Teewing repin nt procouees

DOFiscal 2005 Number of Environmental Incidents and Details

actunng prant | Numbagot cases | i DetailsTofjmainEneldentsiinoidirectiexternatlimpactiwaslabsenvadl] i [Malnfcolintarmeasures)
Gunrz 10 A foekit il 2 frg werar] res #ing 1 {he 67 uonce of a loam eximguisng agen Cordured 1ar r W wrkers, bu e 185 1) ol e vrants
Maru'x'rng Jssor Dus 16 breakage o' el rose of a deivery verrcle, 'ie! was disCharged ove- an In-pianl 1oad. Ashsd g2 very COMOAR 5 13 CCNCUC MOKT. 231 6duce! or ¢ workers. 1S id =3 DNe- v 1§ Chets g X etles
e ‘,’;;‘f‘;'{ o 4 Grpate wes 0 SChyfed 10T anzrcend onet ¥, wasd charged tom an av frame wrdirga g lesle g Rev ewed operalng proceduras and erhanced the envronmer|al fspecion 1ouws
Tokyo Ollice 1 Grease was d scharged from vehicla parts undergeing lesting Conducted hrorough education of employoes and reviewad the franual B es! procedares
OFiscal 2005 Number of Environment-Related Claims and Details
- - T
T P [ EoZoaieiug H R R RN EID
G | We received o C:am from ne Ghoor NG res.dents regard ng nasse from fac &y | We have ined 19 reduce norse by conductng Env ronmentai Rrsk Assessment
Moatrr3boen COmaol Lon work belore work and using ‘ow norse heavy machnery and sh ¢ ding
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OMediums to Transmit Environmental Information
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Enviranmenial & Social Repor prepared by each Manufacturing Division
latt:
Environmental & Sooial Repors®” Environmental informaton for each car model™ (from he fett: Gunma. Utsunormiya, Tokyo)

# 1 ; For the Number of Cases YWrich Exceeded the Requrenments Shpulated in Emdronment Relalad Laws n fiscal 2003, 2004 ang 2005, please see the Supplementary Volure for Data Relatad to the 2006 Ervironmental & Social Repen o our Vieb site.
* 2 1 BOD (Broleg:cal Oxygen Demand), which is the amount of sxygen (biechemical cxygen demand) consumed when organic matter in wa'er is broken down by microorganisms. is one of he fypical indices lo measure Organic pefutants in mer.

GOD (Chemical Onygen Demand), which is the amount of oxidkzing reagent, consumed when prganic matter 1 watet is brcken down by cxidizing reagents and converied 10 oxygen fchemical exygen demand), is one of the typical ndices 1o

measurg arganic patytants i seawater ang fresh waler, 7 8
*3: For the pas! FHI Environmental and Social Reporis and Ihe anvirgnmantal informatien for each car model, please refer 1o our Weab site: Wip/www. thi.co.jp/




Overall Achievements under the Fiscal 2005 and Fiscal 2006 Plans

REnvironmental Management

Goa
Promole the eslablishmant ol environmentat management
syslemrs (EMS)

1! Sysiers Dept of the Omiya Ofice acouired 15014001 cerlification
{exterding the scepe ol cerlilication in the head office area)

Continuous ampravemont al business sles which have
eslablished envsonmenla’ managemeant sysiems [EMS)

Further improve inlormation in Ihe 2005 Envrgamenta
and Soc:al Reoort {(environmental achievements in [:5¢al
2004)

Errarced ha Socai Report by, for examp e, creat~g ang a1nouic v CSR
(Corporale $0C.3 *esponsd 1yl ard plac vg 4~ Ihe 2005 Emarormets
a~d Scoea! Beport {oe'a ng erv onmer'ai achevarer's n fizeat 2004)

Wa wi. conLri.e io maka mprovemerts 10 enhance Ihe readab: ity
and wisual appea: of Ire 2006 Ervrormeriat ard Soc.a Repon
(aeta tng erv ormental achevenerts o fsca 2005)
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98.7% of iha supphers {304 out of 308) eslaty shed EMS

Encourage supoliers (o estab ish EMS

Haia 1 ENS estab! sheg a1 als,0p €15

Inousiral Py
Lsiff Proctucts Froceea »th reduc'on of S.BS'ANES

¥arzreg fe S et el & 3 sq% o3I 2 s Cordese
/S GF N 7 sktiAnnesw F erviormey ot sad for gprerciy parts,

Mantan EMS asiaol shed at a suop’ers

Company wh erv tomertal rmpact Corchted G 60.2 O BT Ded20 3RS O G
Green . 619% of suppliers (44171 comparses) estobi shod EMS Ernancic the
Aerospace Encouraga ligr. i y
proclrement Cn;wpgi;n EnMc;’“ Aga supokers 10 eslabish dorilcanen rodueie and probiodion of subsiances wih envionmental | Encourage supolers te eslab ish EMS

moact m acsedante wi the procurement gude ~25

Eca lechnologies | Encourapge supoiers lo estabish

81 6% of *ho supplicrs {407 49} estabhshed EMS Carpleioa

Encourags sunot:ers 10 eslan sh EMS

Company EMS survay of SLESINCES vath gmaprnarial prpacl
Green Ty 300A I ece e otk gl Ach eveq 100% eco procucl purchas ng of consumable Conunue
Procuremanl w53 re sgplor e e M Ol an office suopl:es (approx 1500 iters) §

FRecycling

+ Corirugaty Foome e eore'ng 23 6ve Dpee of e 1T A

Achievements

Flnce'i".?dqe goﬁis )

Promote logistics efiiciency. and control generatior of
wasia
- Further sirearmiin trar sportanor of completed vehicles
' Conrol generation ol packing material waste

* (Trarsportat.on of comp eted veh.cles) Increased the ri.mber of vehg ¢ trang,
jo-riy wih ather compan es

* {ReducLon ol packng mater-al wasic) Irproved Ine pagang spocihcayors for large packing bores
for domeste cusiorers Also improved pack-g ra'eria s lor knocx dewn parts for overscas

Improvement AR o faa g BV IPE] TENC OGRS B A OO~ A ReA T S - Comrue ‘e reomerats oehrc oG es 1o 'ac tale oomart ng and
ol reeyt ng FANGE IE0YC 2 67 SOty o wbIkes Lnager develornt + Dev 500 85353 5 sChae 870 30 Pt Foessed amess SIT AT g VCIEASE fOYE £ CAC DLy 10 WSS Lrast A Soment
efficency - Cortmue 'y sromete stucy ¢f pract 23 2pp zatons of ZVS” gy g e wh Eh 0as Gt g e oYY ) + Qor-ahowees 2 .05 9 pecca pdesd Bl Feald; ey
fecyclngvaume | Increase the rrdar 5f used bumpars coliesed om he marke! Increased Ine number of oumpers collected Incraase the numbear of Lsed bumpers colacled fiem Ina market

» PEmO LSO o £ Pehnolo s o pirs coran g lea TR e G + Prorie cowteret of £ OIND 22 Sinctogy S g Gorereg A sl b g e
Regweron ol ot e L aronie bom F0 rd corteug ey e ot o e e sitloxre ke o S 33

) . " " Heavalen! chigmur - .

substances Wy | - Pomers moaeaes o heatuniany goton ogam o e GeRs Creato ar ircgrowed b3l ol sub,cel parls ana agvanced - Prorresz reasizes K 16 VG Ay 50T DEGTAT o 001 N2 "Gasls
Ty OrTENa for Reaucton of Subslznzes nh £ or mer sl mpac: n e Mead! e rép!ac 5mi?m‘m”s with SUDSUIICS fe Agoct or of Saotartes v By come=al rmpzal 3 New Noos:
~pac’ WeCh Zies” by e Japan A \mon e Man k. e ASe0e 200 JANA) : e . - Yech cles” oy the Japan Aol 6 Man 1ast, 675 ATEDCANONJAMA)

* R e e G 30 B0 O e g RS e e Fader o g o er X2 200000 ¥ATE 2 200y X ST Lo
5225 adsewees | Continuously promote responses to the ELVs Recycling Law Invesugated ELY hangling procedurcs at Subaru dealersheps | Continuously prorote respensas to the £LYs Recycling Law

ElLogistics

Achlevements

porlod

Prorrote logistics gicioncy and corirol generation of
Wase

*1:ELVs : End of Life Vehicles




l Environmental Management Report l EAVInOme:

The Fourth Voluntary Plan for the Environment

FHI advanced veluntary activities for the environment with plans in 1993, 1996 and 2002. We created the Fourth Voluntary Plan for the Ervironment
for fiscal 2007 to 2011.

Inv this plan, in addition to setting higher environmental conservation goals, we sat targets to make contributions to society through our procucts by
offering our customers greener products through a system of environmentally clean plants, logistics netwarks and dealers and by carrying out
appropriate environmental activities including compliance with laws, regulations and agreements and cooperation with the automotive industry.

It is our policy that these targets are shared by group companigs as well as FHI in order that Subaru Group can actively work towards the

continuous improvement of environmental issues.

[OFHI Environmental Conservation Program {Fiscal 2007 through Fiscal 2011)

v
! R CEIED
Cutd ng globa warmng & Am o reduce GO: emiss.ons by '5% hom manufactur ng plants compared to the f sca) 1950 ove! by fiscal 2070

< Continuo roducing omissions of chemca subslancos isled i the Polulant Relense ang Transler Regster (PRTIA)

<> Aeduco Votakle Orgare Corpourd (VOC) oméssions (g'm’) 1n vehice praducken ! aes by 30% comparad fo the frsca 2000 keve by 'ha end of fscal 2010

< Reduce cnv ronmenta: r.sks thiough Environmental R sk Assessment and tola! y o-m nate the occutrence ol inc.dants, claims
and £ases where vountary standards are exceoded

Contrel and reductian of substances
with ervironmenlal impact at
Tarulachong plarts

< Reducae the amount of wasle malterals by contrei ng sources of wasle :nc uding ncreasing ya d ralio, raduc ng temoval siock,
inGreasing coatng effic ency and improving oackag ng
<> Canlinue zero emiss ons (zoro levels ol andfi'lod wasie both drrectly and ndirect y)

Raducng wastas generated al
Cean Pants manulacturing planls

Sav ng water resources <> Aim o reduce amount of water used at manufaciunng o.ants oy 45% comoared lo Ihe liscal 1990 ove! by fisca 2011

< Heques| domeshc ang overseas supp:ers 1o reduce subslances w:h environmanltal :mpacl and 1o eslab! &h an env.ronmanta
managamenl system (EMS). The lolowing are ina Largsts for estapish.ng EMS

Green Procurement Activites @ Aulomolve Business Un, Eco Techraiog es Company and Aerospace Company: Aimeng Lo complele establiskmenrt of the System

# Indusira: Producis Company Ma nia:n the complcted syslem

To racute subsiances with erviror-rerialipacl adheia to the schadule of Liws regulayiors ard agreements sueh as (ho EU drectiva

< Contnue 10 marove lue! economy lor every fui model change and annua’ model change

Improv ng fuet !
P 9 Tuet econemy O Increase mode s (hal achieva {scal 2510 fue economy standards for al we-ght ranks

L0raY o)1

<> Improve on lechnology which has allgady ach evad & 75% reducton on the 2005 slandard for exhaust emSsI6ns in rder (o

Cleaner exhaust e .
rhaust ssions further reduce exnaust emissions and promale the use of low exhaust em sson vehc'es

<> Hybr. vehic ¢t Develop a new bybnd system n Go.aborat.on w-th new aliance parno:®”
<> Natural gas vehicies Conbnue market exoansion of CNGYS®?
<> Electrie vehicles Daveloo veh:cies for launch on the market :n addit on (o business use*”

Doveloping aroducts using ¢ can

I -

ansrgy < Contnua developmant of wind lurb.ne syslems and market €xpans on*
YS!
¢ Expand markel for app ied oreducis which use LPGICNG eng.nas**
Greener Products Increase recyctab ity <> improve des:gn 10 nerease recyc:ab. iy in new mode's to achieve a recyc: ng rate of 95% n 20°5

Reducton of substances with <> Enbance management of substancas wth environmental mpact and furlher reduce the use of such substances
emvirormental impact < Reduce n-oom VOC n accordance with the Voluniary Activity P an of the JAMA®'
Heduc ng exler or no:se™* & Promere gevelopimart of lechnalogy 10 reduce noisa that is compatible with bath fued oona Ty srprovertenl and exhaus! emissiors reduclion

Curb ng globa warm:ng regarc:ng | < Promole further reduction - the amount of red gerant (HEC*34a) per vehice
ar cond bonng raingerants*’ < Advance tha dava apment of a:r condiwoner w.th iow GWP relr perant

Research on iraff ¢ envronments < Work turther on Inle!” gont Transpon Systemns (ITS) that rearze a sale and comiortable motor-zed soc cly

e 2pmee) oF B TR e SR OO > Advarce ervircnrer:rclaied BUSINGSSES SLSH &S acvgzapment of retuse catlectior wehicles ard ervironmenal equipmer: and devices
A E e aOToride T Dt nesses T < Agvance robol-rafated businesses for conservalion of pawer abor and encrgy

< Bo carlan of meoting the Revised Energy Saving Law
® iy o reduce encrgy used per produclion und by 5% camparea 10 1-scal 2006 by Ihe end of isca 2611
< Try to reduce subsiances wi.th env ronmental moact by promat ng reuse of packay ng mater 8's and returnablo boxes

Roeducng Lha env-ronmenta

aan g
C ean logstes burdan caused by 10g1E1.cs

< Suaport env ronmenta consarval on activid es by dea'ers

< Promote recyclng and nroper dispasal durng tha distobution and d-sposal stages

Promot ng environmentat & Collec| and desiroy specific ¢h orolluarocarbons {CFC 12}, cal ect CFC12's substilule (HHD 134a)
conservation activibes al dealers ® Callecl and d sposs of arbags and callecl warning flaras

<> Contnua 10 co ecl used pumpers

<> Continue 10 Gomry w.th the ELVs Recycing Law

€ ean dealers.

<> Cornue lo parkic pata n envirermenta: evenls, communicale with 1ocal residents al FHI nlarts. and deal wilh visitors 10 faciory tour
> Continue {0 saric-pate in clegning and tree-olanting actvibes n the area around each planis
< Offer suoport and cooporation {0 cnv.ronmenta achy'ty grouns

Implementing Soc-al Contribulion
Agtv lies

< Contnue (0 puly sN env ronMenta. 1GACHS, ana A m Al releasng | rc y envronmenta nlonmaton tiough ool Gly channe s

Dinc'os ng eny ronment-reiatad
Irom Lma to tme

Imoroved nformanon o " ' | e al : il
Ervironmental Fhprova arc upgrada the contents ol envirenmen:al rcports (9 g . compliance with guidalines. and reports INClucirg graup busIresses)
Managerment Implementing ¢nvitonmenial < Incorporate environmental educal on Inta the comoany educalion system and pul i INlo Sraghice

education and educalicn { Impiemant educal ona’ campaigns 1hrough COMpany news etlers and varous med a

campagns < Conunua 1o malement leclures and EMS operal ons movoverment case study presental ons al warks.les

Estab.shment of anenvronmenta [ <> Conbinue 1o mprove the environmental managemant syslem at al business 5188 certhed wih 1ISQ 14001
management system <> Strenglhan the la:snn w.ih alfihalad comparves, and conl nue establ shing consol:dalag env ronmert(al management syslems

%1 Aulornotive Business Unit #2: Eco Technologies * 3: Mutti-purpose engines
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CTTOrts o1 the Automotive business Unit

Subaru's Capabilities... We Are Dedicated to Providing Each Individual Customer with the Best Automobile Experience Possible
Subaru's Development Philosaphy: To deveiop products which give customers an exciting drive by synthesizing driving performance, safety and

environmental friendliness at a high level,

Subaru is continuing to develop products combining world class performance, safety and environmental friendliness at a high level to achieve *a prosperous
saciety where automobiles, people, society and the environment are in harmony”, To this end, we use our unique advanced technology to realize the principles
of salety and rationality that forms Subaru’s design philosophy as an aircraft manufacturer while considering the environment at all stages of our business.

FHI's Fundamental Philosophy for Manufacturing Automobiles

Subaru's goal is to manufacture high
performance automobiles which are “safe,
comfortable, and pleasurable o drive.”

The Legacy, Impreza and Forester. which have
fused the necessary elements of performance,
comforl, safety and environmental friendliness at a
high level by adopting the Subaru Boxer, Subaru's
unique honzentally-opposed engines, and
Symmetrical AWD; the Subaru R1 and R2, which
togather have raised the bar in terms of automobile

Subaru’s Originality

[SUBARU BOXER]

The herizontally-opposed engine is a
ranty anywhere in the world. Subaru
believes that this engine is an ideal power
unit. The enging has symmetrically
arranged pistons whereby the momeantum
of each pisten is counterbalanced by the
movement of 1the corresponding piston on
the opposite side. For this reason, the
enging offers superior rotational balance
for guick response and a smoath feel rght
1o the top of its rpm range. The enging is
also lightweight and compact. Its low
profile when mounted lowers a vehicle's
center of gravity, enabling freer comering.
Qifering not only high performance, but
alsg ideal for vehicle balance, the
horizontally-opposed engine is truly a
Subaru original that achieves our goal of
top performance without waste,

& cylindar pislon

driving and environmental performance by realizing
the best fuel economy and efficiency in their class;
the Samber, optimized to provide superb
functionality for everyday life; and the Stella, our
newest mini car... All cur automobiles embody our
long-held and successiul design philosophy as an
aircraft manufacturer.

In order that each individual customer may
share the happiness of automobite ownership, we
will cortinue to develop and provide products

"SYMMETRICAL AWD”

Subaru, in its quest to provide pleasurable
driving, continues to stick to four-wheel drives
(4WDs} as its core driving system, and has
enhanced the potency of the drive system by using
a unigque AWD layout consisting of the horizontally-
opposed engine and a symmetrical power train.
The superior weight balance, thanks to the low
profile of the horizontally-opposed engine, and the
layout, which arranges heavy items such as the
engine and transmission around the center of the
vehicle, together maximize 4WD performance
providing supert driving performance even under
difficuit conditions. The simple layout allows for a
linear response when steering. provides
comforiable and safe driving at high speed thanks
to high farward stability, and retains stability even
in poor weather, together making for an ideal
arrangement of suspension and body frame and
contributing to an gverall increase in vehicle
performance. Symmetrical AWD {All Wheel Drive) is
the realization of Subaru's aspirations for 4WDs,
an ideal which defies description.

Powerlrain

combining performance, safety and environmental

friendliness at a high fevel.

BSubaru's Development Philosophy
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“A Body Combining Lightness and High Rigidity”

High body ngidity is necessary for improving colision
safety performance and comfort. However, if the vehicl
weight increases as a restt of the increased rigidity,
acceleration performance and fugl economy will decline ang
braking performance and running stability wil alsa ha
negatively affected. In order to synihesize the compating
elemenis of ighiness and high rigdty at a high leve! and
realize a superior balance of safery, environmental
performance and comfort, we at Subaru have been working
ta develop the chassis by bringing together our advanced
technologies, We use numerous materials contributing to
weight reduction and high rigidity, such as auminum, for the
front hood and rear gate, and tailored blanks, i which
spedialy arranged high tension steed sheeis and other kinds
of steel sheets are welded and press formed, and construct
a highly rigid bedy/chassis with a simple design. Weight
reduction and engine efficiency provide both a pleasurable
driving experience and tuel aconomy, High rigidity allows for
cotlision safety and secure running stabifty. To reaze ideal
pertormance by resoling the apparent coniradiction of
“ightness and high rigicity,” we at Subaru wil continue 1o
work to overcome any chaflenges.

The new ring-shaped reinforcameant structure




Lreating oafe and User-rriendly Automaeblles

| Efforts of the Autamobile Business Unit

Enviconmental Resoet

We at Subaru are always working to develop high performance automobiles that provide customers with safety, comfort
and pleasure while driving by combining our unique technologies. Developing safe automobiles, contributing to traffic safety,
developing user-friendly and environmentally friendly automobiles — Subaru always works with the development of an

automaobile-oriented society and the future of automobile manufacturing in mind.

Development of Safe Automobiles

Fundamental Philosophy
in order to rea¥ze a prosperous society whera automobiles, peope, society and the

environment are in harmony, Subaru is dedicated to pursuing excelient environmental and safety
periormance as far as possible and also to prowding sach customer with an exciting drive.
Subary has been making advances in high-performance AWD that provides drivers with a

sate, comfortable and pleasurable drive on any road. In accordance with our beliet that
optimizing performance wil lead to safety, Subaru has been focusing on davelopment of
sophisticated active safaty technologies to prevent accidents, as weli as passive safgty

technologies to ensure safety in the event of an accident, Through these advanced technologies,

we will continue to provide safety, secunty and an exciting drive to customers.

Efforts to Create Safe Automobiles
* Technologies for Driving and Safety

Active safety is technclogy that prevents accidents from occurring by improving
autenobile's basic functions, driving, comering and stopping: and by utfizing advanced
safety systems,

We at Subaru befieve that the best way to provide safety is through accident
prevention and we are conducting research and development on state-ot-the-art safe
automohiles that support drivers by recognizing in advance the various risk factors that
lead to accioents. We are researching and developing technologies which optimally
and comprehensively assist dvers’ judgment and driving by combining Suban's core
forward image-recognition technology using sterec cameras with infarmation and
communicaticns technologies in crdar to reach a high standard of recogrnition ang
identification of a wide variety of traffic conditions in front of the driver.

* Philosophy of Subaru’s Intelligent Vehicie Development

We at Subaru are actively working to develop Intelligent Vehicles based on the
principle of, “Safety regardless of conditions,” to provide safety, security and an
exciting drive to customers through innovative and advanced safety systems.

* Collision Safety Technology
We have succeeded in securing a cabin (survival space) safe against collision

OSubarw’s driving and Safety Roadmap

OSubaru safety

OSubaru’s idea toward satety

Stabllity of AWD and |
ergonomics, eic. |

/1 safety

Dangerous

Alarming system for sondhlon

| i , —
Tollgwing distance, etc. i e

Autonomous drive,
autamatic parking
Automatic risk prevention

Risk judgment,
by-wire technology

ABS,VDC preview
control, etc.

body, e, i

Coliiaion
sataty

. | Foventioact
secondry damege

+
Emergency natification
system. ete. B
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from afl directions by adopting the new ring-shaped reinforcement structure 10
create an oniginal lightweight, high-sirength, safe body for our autometies including
the Legacy and rini cars. We utilize simulations (o develop colfision safety
technologies, conduct car-to-car collision tests in a variety of conditions and
thoroughly test components for seat befts and air bags in order to defiver completely
sate automobiles. We believe that the purpose of passive safety is net only to secure
passenger safety but also to minimize harm throughout the entire scciety. In order 1o
advance such technologies, we are striving to develop automobiles under the safety
principie of “Cormpatibility” (or mutual safety). which fully considers the protection of
the automebiles, motorcycles and pedestrians with which drivers may coliice.

Thig safety principle has also been applied to the Stella, Subary's newest mini
car. Its new fing-shaped reinforcement structure has a frame siructure with the
same height as a passenger car, to guarantee a high degree of safety in a collision
with such vehicles. Moreover, the Stella has salety superior to other passenger cars
as a result of our efforls to increase the safety of this rext generation mini car by
incorporating advanced pedestrian protection, a seat structure which reduces
whiplash injuries as a standard feature, high 1ensile steel and the allored blank
construction method for high ngidity and weight reduction.

Future Vehicle Image




Contributions to Traffic Safety

Utilization of ITS™' Technologies

in the near future. automohiles will be able to
share extemal informalion by connecting 10 a
network. Subaru is advancing the development of an
automobile information management system to
reglize a safer and more converient society through
the utikzation of ITS technologies.

This system will help prevent breakdowns and be
able to forecast detenoration of components by
remotely monitoring the condition of an autormobile
while running. It also becomes possible 1o take early
action even when a failure occurs. We have applied
this technology to electric vehicles and now are
conducting verification testing. By optimally managing
deterioration ot components and practical
perfonmance, which used 10 be problems for electric
vehicles, we are abie to support customers so that
they can use elechic vehicles with confidence. We
are aiming to harmonize with sociaty wilh raspect 10

both satety and the emvirgnument.

Moreover, we are actively striving 1o develop
tachnologies for the utilization of probe information
system, by means of which automobiles will act as
one of many sensors in the community. Utilizing the
charagtenistics of Subanu products which have been
widely used in snow-covered terrain, we have actively
jeined the working group on verification testing for
information collection pertaining to icy road surfaces
at the Internet ITS Consortium. Together with
research institutes such as universities, we are aiming
to prevent accidents on icy road surfaces by studying
methods to deteet such surdaces using wheel speed
informaticn, GRS information and ABS operation
information collected as probe information and
creating the Hivan Hatto® maps based on such
inforrmation. We will broadcast awr findings to the
community through the Intemet TS Consortium,

Making User-Friendly Automobiles

About the TransCare Series

FHI has been manufacturing and selling
vehicles in a series called TransCars, vehicles
for the disabled, since 1982. TransCare, a
word coined from "Transportation” and “Care,”
was registered as a trademark for Subaru's
vehiclas for the disabled in 1977, Subaru is
now focusing its efforts on develcping
laborsaving devices that can be easily used by
both caregivers and care-receivers,
Outline of Vehicles for the Disabled

Subary offers a wide selection of
TransCare automobiles, from mini-car

E)Sales Results of Subaru TransCare Series

Subaru R1, R2 and wagen Sambar, to the
Legacy, a standard-sized car for enjoying
long-range drives. TransCare Wing Seat*?
version is avallable for all models. Also, in
response to the ingreasing demand for
wheelchair accessible vehicles, our Sambar
mini car offers an electrically operated
wheelchair lifter** that allows for lgading and
unloading of passengers in wheelchairs. We
alse offer a type equipped with a stretcher™,
which allows for loading and unfoading of
passengers who are lying down.

[unils}
2000 2001 2002 2003 2004 2005
m;;ai(sﬂ:m cors i3 32 63 - 103 88 _'Ifﬂ
Mini cars 387 469 475 4Dl B 464 -E?—
Tolal umgdellvered 410 01 L7 S04 552 557

Subaru R2 with TransCare Wing Seal
(with A oplion}

EXROTIANE
R Y- 3L PL

Exporimental tost at the [nlarnet ITS Consorlium

* Hiyar Hatlo : Please refer o p.48, foctnole %2,

Sales Results of TransCare Series

With the aim of sharing the happiness
of living with cars with all people, Subaru
develops and distriputes vehicles for the
disabled so that disabled and aged
people can enjoy a safe, comicriable ride.

Furthermore, we have been working on
the expansicn of the software for the sales
of the vehicles for the disabled, promating
the acquisition of the centification of
Service Care Attendant for Sales since
2004.

Samber TransCare wilh 2n eleciricaty
oporatad wheelchair lifter

* 1:1TS is Ihe next generation intelligent transport system # 2 : Wing seals: Rofating fronl and left rear seats to allow far easy loading and unloading of passengers. Wa placed
imponance on intenor cemiort and we installed an electric seat sliding system on Ihe Legacy and R2. %3 : This is the only mini car lo adopl the Side-lifing System. This lifler is
electrically operaled, provicing passanger secunty and safely by loading and unloading from the side of the car, instead ol from the roadway. *4 : The car 15 equipped with a strelchar
with wheals to carry palients in a prone posibon. This is the only mini car equipped with a stretcher.




Far customer oatisraction

Our corporate philosophy regarding Subaru’s customers and products: Customer satisfaction is our first priority; we provide the highest quality products and
services, as well as contributing 1o improvement in the economy and society.

Subaru established the Subaru Call Center to provide customer service and deveioped an In-house quality assurance system based on the above philosophy.
The Subaru Customer Center consists of a Customer Relfations Department where we receive questions and suggestions from customers, a CS Promotien
Section for ensuring a high level of customer satisfaction, Domestic and Overseas Service Departments where we develop a variety of service plans to ensure
comfertable driving for aur customers, and the Subaru Academy, which serves to provide education tor domestic and overseas Subaru dealers.

Customer Relations Department

Subaru established the Subaru Customer Center
{operated by the Customer Relations Department) as
a paint of contact for customer inquiries, requests for
assistance, demands and suggestions. Since
commurtication is exchanged mainly by means of
1elephone and e-mail, we ensure quick, on-targel
responses lo inquiries and requests for assistance

CS Promotion Section

We at the Subaru team, which includes dealers and
all the divisions and departments within the company,
aim 10 provide the highest leve! of satistaction to our
customers in each area. Wa incornorate the cusiomers’
opinions we receive through dealers and Subaru
cusiomer guestionnaires intg products, quality and
sales via the related divisions and depariments.

Fiscal 2005 Results of Activities

Unfortunately, FH! was ranked last in Successive years,
2004 and 2005, in the JD Power Safes Satisfaction Study. By
taking these resulls 1o heart, we have been conducting the
following activties in order 10 signiicanily mprove customer
satistaction by acceferating quality improvemant in cusiomer
refations: 1) We moaified our custorner satisfaction sunvey
method in order to seriously listen to customers’ opinions

Service Department

Subaru has adeopted the Subaru Fureai Follow-
up Program”* as our genvice sysiem to ensure
customers have a safe, secure and comfcrtable
experience with their cars, with coverage lasting
from the delivery of the car 1o the third-year
compulsary inspection. Subaru also halds
nationwide service skill competitions in an effort
to improve the technical skills of dealers’ service
technicians.

Approach to Product Recalls

Qur efions to improve the quality of Subaru
products based on information from customers all
over the world contributes 10 product
improvement and to the furiber refinement of the
Subaru brand. Quality information about Subaru
automebiles is collected from global dealers
through our dedicaied Internet natwork as well as

from aw customers based on our action policy of
prompiness, sincerity and attentive listening.

In fiscal 2005, we dealt with approximately 59,000
(89.7% compared ta the previous year) requests for
assislance from customers. We feed the invaluable
opirions, demands and suggestions from customers
back to the relevan! departments/diasions 10 increase

immsdiately after purchasing Subaru products, to reflect the
opinions by improving deafership faciities and customer
refatons and to achieve the highest level of customer
sahistacton in each area. 2) We formed the Customer Senvice
Cualty Improvemment Project with approximately 35 manager-
class employees from Subaru Japan Salas & Markeiing Div,,
Subaru Parts & Accessories Div. and Subaru Customer
Center in Japan and had this taam work on improving, based
onthe customer's perspective, new car dealershin by
visiting the dealerships across Japan. 3) We nnstituted the
mystery shopper™ {undercover shopping) survey across
Japan, conducted by a third party, in order 10 increass
customer satisfaction by befier understanaing the
customer's Viewpoint,

In addition, we issue “COMPASS,” Subaru's customer

by fax and telephone. Based on the information
collected and investigations of vehicles and parts,
we determing and announce recalls as follows:
(1) Our number one pricrity is to provide
customers with peace of mind owning Subaru
cars, We determine whether or not problems
warrant product recalls in accordance with
dormestic and overseas laws and regulations.
{2) Product recall announcements are made 1o
customers through newspapers, direct mail
and the FHI Web site (hitp:/www fhi.co.jp/).
We had four recalls™* (ihree for Sunaru
automobiles and one for refuse collection
vehicles) in fiscal 2005. We sent direct mail
apologizing 1o customers and informing them
about no-charge repair services and placed the
recall announcements on the Web site.

customer satisfaction by improving quality, developing
products and improving sales and services.

We believe that customers' voices represent their
expectations of Subaru. Therefore, we would ke 1o
continue 1o serve and give salisfaction to our
customers through good communication with each
and every one cof them.

senvice magazine for all dealerships, every other month six
times a year, i ordar 10 raise the awareness of the dedlership
personnel who drectly serve customers and 10 share case
siudes regarding customer service at other dealerships so
that ideas may be implementad at & dealerships.
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"COMPASS * customer service magazna for daalerships

Subaru Academy

in order to enhance our global sales network, FHI
opened Subaru Academy in January 2005 at the
Subany Training Centar, an aducational facility
located in Hachioji, Tokye. The Academy provides a
two-level of educational programs that systematically
trains personnel from regrufts to management,

The Business School of Management accepts
dealer management and imanagers in sales and
service from Japan and overseas, with the aim of
strengthening the sales efficiency of the entire
Subaru group.

The Training School accepts employeas from
sales, parts, customer service. and technicians to
improve their skils and abilities to compty with
customer expectations.

In fiscal year 2005, the Academy accepted about
10,000 lrainees.

%1 The Subaru Fureai Follow-up Program is an after sales service provided by Subaru dealers across Japan Lo support our customers. It ncludes such benelils as “Free mainlenance

sarvice for one month aller registrabon.”

#* 2 We place recall announcemanis on FHI's Web site: htip//iwww thi.co.jp/
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Creating Clean Automobiles:Development Stage and Products

The R1 and R2, Subaru's mini cars, underwent Minor changes in November 2005 to realize enhanced emission performance in
addition to strong, smooth performance and fuel economy {exhaust emissions from the naturally aspirated engine reduced by 75%
compared to the Japanese exhaust emissions standard of 2005). Also, the Subaru Legacy, which underwent Minor changes in May
2008, significantly improved its environmental performance with regards to fuel economy and emission performance. Moreover, the
Legacy, which has the SI-DRIVE mounted, allows drivers the pleasure of creating their own driving style.

Fuel Economy

Automabiles emit carbon dioxide (CO2)
proporiional to the amount of fuel
consurmed. By improving fuel economy,
COz will be reduced resulting in the better
conservation of limited energy resources
and the prevention of glebal warming.
Subaru, while utilizing the advantages of
AWD and high power engines, has been
working 1o improve fuel economy by
developing technologies that make
engines more fuel efficient, reduce transter
loss in the drivetrain and reduce vehicle
weight and running resistance, and we are
in the process of introducing vehicles
which meet the Japanese fiscal 2010 Fuel
Economy Standards, the target for
gasoline vehicles,

Engine Improvement

Legacy

® Both the intake efficiency and
combustion were improved by adopting a
inteligent-Active Valve Lift System (i-AVLS)
on naturally aspirated engines (2.5 )

intelligent-Aclive
Valve Lift System

4-1 Same langlh, constant
pultsation exhaust system

Legacy 2.5L SOHC Engina

Enhanced Efficiency of the Drivetrain
Legacy

® Transfer loss in the drivetrain was reduced
by adopting a low-friction type hycdraulic
clutch to SAT.

Legacy SI-DRIVE

SI-DRIVE (SUBARU INTELLIGENT DRIVE)
@ SI-DRIVE is a system which, by
comprehensively controlling the engine,
transmission, meters and control switches,
allows drivers to switch amang three
selectable modes depending cn preference
and driving style, For example, the
“Intelligent”™ mode, improves upon the
conventicnal ECC mode by regulating
contrel units and effectively contralling
engine torque output (soft mode) which,
together with finely-tuned shifts and lock-up
control in the automatic transmission, helps
maintain low fuel consumption. The
“Intelligent” mode also ensures fuel ecenomy
with the ECO gauge which promotes ECO
driving (fuel-efficient driving).

MSI-DRIVE control system (Imaga)

Imerfaco

Power Unit Control

L H
[ SLOMIVE 1
i aigcior ¥

H

SI-DRIVE selector  Mulli information display  ECO gage

llimage showing acceleration characteristics a1 each controd mode

S# {Sport Sharp)

Trends in Improvement of
the Average Fuel Economy
by Equivalent Inertia Weight

In an effort to meet the fiscal 2010 fue!
economy standards, we achieved the targst
in three out of the five ranks of equivalent
inertia weight for gasoline passenger cars.

In gasoline mini-sized trucks, we succeedsd
in attaining the farget in all applicable ranks
of the equivalent inertia weight.

W Trends in Average Fuel Economy by Equivalent
Inertia Weight (Gasoline Passenger Cars)
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Trends in Improvement of Attainment Rates for Fiscal 2010 Fuel Economy Standards

EJTrends in Attainment Rates for Figeal 2010 Fuel
Ecoromy Standards {Gasoline Passenger Cars}

Percentage aganst Wital units

o m oz
Flscal Yoar

Exhaust Emissions

Subsiances such as carhon monaxice (CO),
hydrocarbons (HC), and nitrogen axides {NCx), which are
emilled from gulomabiles, are one of the causes of air
pallution in metropolitan areas where there is intensive
motor raffic. In order to improve the state of the air, Subaru
is gradualy launching low emission vehicles {ceriifed by the
Mnustry of Land, Inirastncture and Transpor) that meet
standards stricter than the regulations,

Application Status of Low Emission Vehicle

Vehickes with naturally aspiraiad INA) engines reached the
“Srvrdesr” lpvel, with exhalsst emissions reduced by 75%
compared to the 2005 standards as a resutt of the revision of
the catalzyer layout in the R1 and R2, to which Minor changss
were made in fiscal 2005. Also, the Legacy with NA engire
lexcludng the 2.0 ¢ mode, to which Menor changes were
made in May 2008, reached the *sryrsirse level with exhaust
emissions reduced by 75% compared 1o the 2005 standards,
and the turbo Legacy reached the *S7srer lavel, with exhaust
emissions recuced by 50% compared 10 the 2005 standards.
Exhaust Emissions Measures in the Legacy
& NAmodels 2.5¢ and 3.00) reached the “Sririry”
level, with exhausi emissions reduced by 75%
compared to the 2005 standard as a resuit of adopting
anew intelligent-Active Vatve Lift System {-AVLS)*" {for
2.5% vehicles) and revising the exhaust system and
catalyzer fayout ffor 258 and 3.0 8 vehicles).
® Turbo modds (2.0 1) reached the “Srirsr” level, with
exhaust emissions reduced by 50% compared to the
2005 standard by adopting new tumble generated
vaives, which improve combustion, and a secondary ar
system” , which combusts unburred gases.

B *1: intelligent-Active Valve Lift System {i-AVLS)
Law-spong

High-spood
1

MTrends in Attainment Rates for Fiscal 2010 Fuel
Economy Standards (Gasoline Mini-sized Tucks)
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Exhaust Emissions Measures in the R1 and R2
® The engines for the A1 and R2 reached the *+!
Trir” level, with exhaust emissions recuced by 75%
compared to the 2005 standards as a result of
revising the catalyzer layout and the fuel and ignition
control settings for when the enging is cold.
Exhaust Emissions Measures in Samber
® The SOHC-NA engine for the vehicle code VB
clean and TB dean reached the “Yréry” level, with
exhaus! emissions recuced by 50% compared to the
2005 standards. In order to reduce exhaust emissions
{HC in particular) when the engine is cold, we used a
finer-cell catalyst, reviewed the compasition of noble
metals in the catalyst, and acopted the Double Oz
sensor system fc improve the accuracy of oxygen
concentration measurament in exhaust emissions.
Trands in tmprovement of the Percentages of Low Emission Vehicles

The system 1o certify low emission vehicles started
in April 2000. The percentages of the low emission
vehicks shipped as Subaru are as follows.

ETrends in Percentages of Low Emission Vehicles
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Trends in NOx average

By launching low emission vehicles which meet the
standards represenied by the low emission vehicle
ceruficanon standard into the market, Subaru has been
able to reduce the average amount of NOx emitted by
Subaru Vehicles every year as shown in the chart below,

ETrends in NOx Averages of Subaru Vehicles
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Clean Energy Vehicles

Clean energy vehicles have such features as
emitting fewer global warming substances {carbon
dioxide) and air poltutants (carbon maonoxides,
hyarocarbons. nitrogen oxides, etc.) and have less
environmental impact than gasoline engine vehicles.
However, there are technical problems related 1o cost
and driving distances. Subaru has been developing
its unique clean energy vehicles that have the
gascline engine vehicle-level performance and ulility,
Development of Secondary Batteries (Chargeable
Batteries) for Hybrid Vehicles, Electric Vehicles,
and Fuel Cell Eiectric Vehicles

In May 2002, Subaru established NEC Lamilion
Energy. Ltd., jointly with NEC Corporation (NEC) and
since then has advanced the development of
secondary batteries, which could become the world

Joint Development of Energy-Saving Gasoline
Engines by Industry, Academia and Government

Recently, the importance of creating new
intellectual properties through industry-academia-
government coliaboration has been ganing
recognitien. Subany, together with Chiba University
and Mhon University, has been involved in the Energy
Use Rationalizing Technelogy Strategic Development
Project organized by the New Energy and Industrial
Technology Development Organization of Japan
INEDO) since 2003, and has developed breakthrough
technology 10 improve thermal efficiency by 6o 11%
by avoiding knock with a compression ratic of 14 to 1.
In 2005, we designed a new mechanism to smoothly
rofate up 1o high rom while maintaining this high
efficiency and reducing friction and vibration. We have
made great strides toward the practical application of
this simple and low cost mechanism. We wil aim for
the realization of a new gasoling engine that emits
fewer pollutants yet is as efficient as a diesel engine,

EConcept of LCA application at the development stage
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Reduction of envirenmental burdenO
from the entire vehicle

standard for vehicles, by combining laminatad
manganese lithium-ion battery cell technelogy and
Subaru's aulomotive battery packs fechnology.

As a resuft, we succeeded in developing a
protatype secondary batiery for hybrid and electric
vehicles. with superior durability of 10 years or
150,000 miles {240,000 km). This prototype has
received highly-favorable evaluations from more than
20 domestic and overseas companies such as
automakers and electie manufacturers. At the same
time, we were able to armve at owr god of developing
practical batteries for mounting cn vehicles. Although
this partnership with NEC was amicably teminated in
March 2006 following the success of the protatype
development, in crder 10 advance the development of
commercial baftery packs for vehicles, we continue to

LCA Activities

fe Cycle Assessment [LGA} is a method to
numencally evaluate the ervironmental burden over the
product ifecycle starting from rescurce collection and
manufacture, to use and finishing at the disposal stage.
Recognizing that LCA 15 a useful todl for evaluating
product emaronmental perigrmance, Subaru has bean
conducting activities to advance the utitization of LCA. In
fiscal 2005, we improved the database and expanded
the applcation range. Spreading the LCA concent
through these activities, we wil continue to improve the
datahase and study LCA applications to further reduce
the ervironmental burden over the automobile lifecydle.

EMain Measures 1o Reduce Noise

maintain a cooperative refationship with NEC in the
field of development and production,
New Capacitor — Development of
Lithium-lon Capacitor

Employing cur unique technologies to use
environmentally friendly materials, Subaru has
been developing the Lithium-ion Capacitor, a new
capacitor which can directly store almost the same
amount of electrical energy as lead batteries. This
capacitor has high power and superior durability
and is ideal for the next generation clean ECO cars
and for the slorage of energy from renewable
sources, such as wind and solar power, We now
see the possibility of replacing lead batteries with
this capacitor and will continue 10 work towards its
practical application and commercialization.

Noise

Subaru has been actively working to
reduce the automobile noise generated
from the engine, transmission, air intake
and exhaust, tires and so on, even the
noise from AWD difterential system. In
fiscal 2005, tha noise was further reduced
in the Impreza by significantly reviewing its
air intake and exhaust system. Also for
other models, Subaru is promating the
reduction of noise by increasing the
volume of exhaust system and by
adopting larger engine undercover.
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* 1. For the CO: conversion factor used in calculating COz emissions, please reler ta footnote *4 on page 16.

*2 : FHI ndependantly calcutates emissions of olher greenhouse gases as well. Emissions in fiscal 2005 were; HFC134a: about 297 ton-CO:, CH«: about 79 fon- COs, SFu: 3 ton-COe.

Emissions are calculated by multiplying Ihe amount emifted by tha giobal warming polential.



Clean Plants: etfforts In the Proauction stage

In fiscal 2004, Subaru successfully achieved a level of zero waste landfilted at all its manufacturing plants. In addition, we
reduced man-hours and manufacturing costs by avoiding waste or loss of energy in our operating processes, and promoted
measures such as the proactive implementation of natural gas cogeneration systems, as part of efforts to save energy and
prevent global warming. Furthermore, through activities aimed at green procurement and green purchasing, we promoted
the establishment of EMS at our suppliers.

Profile of Gunma Manufacturing Division where Subaru vehicles are manufactured

Gunma Manufacturing Division ; 3 'l'[N
(Main Plant, Yajima Plant, Oizumi Plant, Ota North Plant, Isesaki Plant) l;:‘!
(4 3] ““1“ [ ]
JAERoo» .
Location Ota-city, Isesaki-city and Oizumi machi. Gunma T T
Products Automobiles (Legacy, Impreza, Forester, Stella, R1, R2, Pleo and Sambar models),
manufactured service and maintenance parts for automobiles

Number of units manulactired 466,527 (14 650 units decreased compared to the previous year)
Number of employees 7.642 {As of Aprl 1, 2006)

Amount of Resources Input and Total Emissions at Plants

This figure shows the amount of resources used and emissions in fiscal 2005 at Gunma Manufacturing Division, our main automobile production plant in Japan.

EAmount of Resources input and Emissions Amount ot Greenhouse effect gas emitted*!: about 182,000 ton-CO2
(Dagaits: 161,500 10n-C0z and NzQ emitied: about 300 1on of ©0z*%)

mount ol mals ot 409000 1S Amount of chemical sybstances suw% PRTR Lawmmod.uppmx 856 tons
Metals such as iron and aluminum e . Amount of scrap metal;
‘ Non-matais such as prastic and palnt ) P -7 I Approx. £0.265ton
¢ k. Amount of strap meta” generated:
| ! .
Amount of anargy consurmed input ‘ Malﬁjl}lgg?t?ring \ Outp';_;t \ m;::p;;xﬁsézz::w
il H . 7 ] Lt i 3 I EC.
{crude oil equivalent): 104,000 ki | ) Division ! - Approx. 6,857ton
- : RO P -~ Amount of waste matesials
: ' . s directly iandfiled:
Armngunt of water used: ST Oion
2,770,000 m® !

Amount of chemical substances sub;ect
to the PRTR Law emitted: Approx. 2.2 tons

Reduction of Waste Materials

Zero landfilled waste material level maintained at all plants!
The Gunma Manufacturing Division shut down its incinerators in December 2000, achieved its goal of zero emissions ™ for waste materials in March 2001, and
has maintained a level of zero waste materials landfiled ever since. The following figure shows the amount of waste malerials generaled and treated in fiscal 2005,

BWOutline of Waste Materials Generated and Treated at All Manufacturing Plants and Gunma Manufacturing Division

N\ Amount of matarials recycled within FHI (Aluminium, etc.)
1,731 (1,731)

(unit: 1on} { }=Gunma Manufacturing Divisien

Amount of scrapped metal recycled:
62,608 {60,263)

Total amount of materials generated:
{fndustrial wastes inctuding scrapped metals. specia’y-controfed indusirial wasteswasie from offoe}
71,700 (67,120)

Sdg sl maskewater | (- orwersion 1o cement
Rt lo pocder 2 pavs wltin 7 o ose
8 e ol i i st vtices
Waste plastic | Conerstn i RPFeyce pasti e} o
Wastepaper | Recycling into recycled paper

Amount recycled kom waste matertals veated intermediately by external company and in FHI Paint sludge
7.360 (5,126)

s .

*Na waste materals incinerated im FHildrecity landfiled \; T

Amoun? of wasle materials landfilled after external treatment: 1 (1)

*3 : Drainage emissions equaled ihe volume of water used.

¥4 : For the defimiion of FHI's zaro emissions, pleass reler to footnote %3 on page 16.

28



29

Efforts toward Reduction of Waste Materials

FHI has been mawng cont nuous efforts to curb the generat on of wasts Tateras and racye any wasts malerd’ generated. and has W Trends of Rt of By-eodeets Gerard 1y Ameunt ot Procucts Momadectmed
achieved and mantaned a'ave’ of z6r0 waste matenals land’ ed mi @ ts anwfacluna panis snics Tsea’ 04 _ - @ - renas of Amourd o By oraduets gererated

M attvites camed out at the Gunna Manuizcturng Dvision  fscal 2005 nchuded reduct on of the sikige dschargad Foe viastesaty = e
rgatmant 30 tes ay :rprovag ireatTent methods. Futhermoes, efitns were Tadk n the pantng ocess to mpxove coatng e cency and 0 9.9:8
rechuoe generalon of pat sdgs. The resut was an 1i.5% decraase 1 the amount of wasts matzral compared vih the prevous year 1o \ 5:” e em
£,857 tons lexcudng scrap wetal. )

As foe redhuctons r the amount of Steap trela n the autornatve manulackurng. we have enhanced the waght-saeng desn of products s 7_; ¥ w7
By changng the qua'iy of prerary matera's such as -on and airnum, and -mooved e yad rato durng the producton pro0ess i otk 1o ; e
mnmize the amount of scrap meta generatod, morove autoTob's emvranmenta: performance and ulize resources as effectivaly as possbia, ) . ‘ )

2000 2001 2002 2003 2004 2005 Fed vy

The graph shows the ndexes obtained by dvadng * the rata of tha amount of Dy-products (scrag :retal and strap of non-femous metals
such as aumnu) generated to the amount of products manutacturad” by e vaue of shoped prodicts”. We have bean able to reduce the
amount of scrap metal generated year cn year,

Efforts toward Reduction of Water Consumption

Of a tolal water consumption of about 3,650,000 m {reduced by 1% compared with the previous year) at all our manufacturing plants in fiscal 2005, the
Gunma Manufacturing Division accounted for about 2,770,000 m, marking a reduction of 4.2% comparad with the previous year.

The Eco Technologies Company replaced its underground water pipes with aerial pipes, thereby reducing water consumption by 14,000 v per year by
implemanting strict measures such as checking for leakage from water pipes. We will continue 10 make every effort to reduce water consumption further.

Prevention of Global Warming

Energy Saving

The Gunma Manufacturing Division switched its boiler fuet from heavy oil to natural gas as part of efforts to reduce the emission of
greenhouse gases. In addition, all departments are improving the energy efficiency of the facilities in their operating processes to avoid
waste or loss of energy. We will further accelerate our efforts to save energy. reduce CO2 emissions, and improve operating processes
by reducing man-hours and costs, as well as expanding implementation of cogeneration systems.

The cogeneration system implemented at the Utsunomiya Manufacturing Division in fiscal 2004 has continued to operate soundly,
reducing greenhouse gas emissions by about 5,040 1on-COz* during fiscal 2005. Furthermore, we plan 1o implement two cogeneration

systems in the Oizumi Plant at the Gunma Manufacturing Division in fiscal 2006.

Energy Conservation Case Study Presentation W_—
We hold the Enangy Conservation Case Study Presenlation every year in \
the Gunma regicn. Wa lso actively paricipale in the Energy Saving Case
Symposium Kanto Conference sponsored by the Energy Conservation Center,
Japan, for the purpese of reporting outstanding cases in our improvement
activities. In fiscal 2005, a fotal of five groups, ihree from Lhe Gunma
Manufacturing Drision and one each from the Utsunomiva Manwfacturing
Drvision and the Head Othea area, parisipated in the Kante Conference,

— .
The Energy Consarvation Caso Study Presentation held in the Gunma region

Reduction of substitute CFC {HFC134a)

To reduce atmospheric emissions of HFC134 used as a coolant from the vehicle manufacturing line, we have continued effort to
minimize leakage while pumping and recovering gas in air conditioner. As a resuit, we have succeeded to reduce emissions by 95%
compared to fiscal 1996 levels since fiscal 2003.

Management of Chemical Substances (the PRTR Law)

FHI uses 17 chemical substancas subject to the PRTR Law. Use of such chemicals at &l our manufacturing plants totaled 4,095 tons {the Gunma
Manufacturing Division accounted tor 3,537 tons) in fiscal 2005, achieving a reduction of 4.4% compared with the pravious year. The release of these
chemicals into the atmosphere and water at all of cur manufacturing plants totaled 899 fons, a reduction of 8.6% compared with the previous year. Thase
achievernents result from activities such as reducing the amount of paint and thinner used in the vehicle painting procass, and improving coating efficiency.

* 11 Tha raduction of CC: emisgions from in-house power generation by cogeneralion systems is calculaied based on a value equivalent 1o 0.653 ton-CO: emilled al a thermal power piant.



Storage of Equipment containing PCB

FH stores PCB appropriately and notives the authorities of possession of PCB in accordarics with the reksted laws and ragulations, Regarding the 104 pieces of equipment (such as transiormers and
condensers) we stora that contain a high concentration of PCB, we have aready applied and registered for ther dispasal with the Japan Environmental Sefety Corporation (JESCQ) as of March 2006,

Reduction of Substances with Environmental Impact

VOCs Generated in the Painting Process S Trends in Amout of NOX and S0z Emitted 2l All Marlactusing Plents
In fiscal 2005, we reduced emissions of VOCs per unit of area panted on the vehicle body to 46.2g/m’ (the - %:m : i‘;, ::"“‘::
previous year's result was 46.4g/m?), a reduction in emissions of 57.6% compared with fiscat 1995 levels. The main~~ %°° o
contributing factors incluce reduced frequency of paint color changes, and application of low-salvent type paint to 500 F
the elecirophoretic painting used 1o prevent rust, We will introduce large-sca'e faciities for collecting purge sofvent 400 w
toimprove the thinner collection rate, and continug efforts to enhance the operating rates of such facilties. 300 H
Air Pollutants 0.0 .

In fiscal 2005, emissions of NOx increased due to several factors, such as the expanded applcation of in-house 100

power generation associated with cogeneration systems, and the change of boiler fuel rom heavy ol to natural

. ) . . . P 2004 2005 Fesdpy
gas. However, emissions of Sox decreased. FHI established ils own voluntary standards which are even stricter

than the relevani legal standards fin prnciple, 80% of the levels stipulated by the relevant laws and regulations or Mmoo of Kogen Prosphore.ss £ BOD Emvaed 21 & Yezmeckiz g Plers
lower). Periodical measuremant results show that our volurtary standards are satisfactory at all locations measured. L] Amouni of Nirogen amitied
] amount ol Prosprorous
Water Pollutants {tem [ Ameunt ol BOD smutsd
106
Trengs nthe amount of ntrogen, ohosehosous and BOD d scharged mio waier at @’ our manufactung pants &ve 35 shovn nihe graoh. =
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fisca’ 2005, thres cases wera repoled &t the Gunma Manufacturng Dyvision, where the resuts of period ca maasurenants expeeder the vales

set Dy o volumiary standz:ds (one case reated 10 o wastewater fisatmant fac ™ es, one to water-pufer fanks. and one other case), We have
laxen counteTeasures such as adustng the amount of chemeca put mo vwater, revewing the operaton and manageent procecures of raated

equpment, and mprovng facttes, We w! continug o camy out stngt managemant, and oromote systemate improvenent n o faciss.

Green Procurement Activities

Automotive Business Unit
We held an explanatory mesting for our domestic suppiers in May 2005 te explain FHI's rain action

themes and 1o discuss suppliers’ progress, including our assistance to suppliers in respect to IMDS** data

input, and activities in response to the requirements of the ELU Directive. As for suppliers of SIA, we hald an
explanatory meeting at SIA in September 2005, conceming our efforts towards the investigation of
substances with environmental impact. For EMS (Environmental Management System) establishment, we

visited suppliers sefting up thair own EMS to confirm progress, and assisted them in establishing their EMS,
By March 2006, 304 aut of a toial of 308 domestic and overseas suppliers have completed establishing EMS.
Industrial Products Company

In fiscal 2005, we had all 102 suppliers at which an EMS had aready been established use a check-list
{0 conduct self-inspections and audits, in order to ensure that their established EMS was operatirg at
100%. In addtion, in an effort towards raducing substances with environmental impact coniained in the

el W -,

paris of power generators we have calculated the relevant data and prepared a reduction program, We . !
Algenaral meeting of supphers then SEVP Suzuk explamed green procurement

will continue our efforts to maintain EMS &t 100%. and reduce substances with environmental impact.
Aerospace Company

In April 2008, we held an explanatory meeting for cur suppliers concerning the Green Procurement Guidelines, and started actual green
procurement activities for packaging materials and others. In addition, we conducted environmental tours at seven suppliers, as part of our
activities to assist our suppliers in establishing their EMS. 44 out of 71 suppliers have completed establishing EMS by the end of March 2006,
Eco Technologies Company

in May 2005, we held a general meeting of suppliers giving explanations of our fiscal year policy and green procurement activities, ta
keep our 41 suppliers (as of May 20065) well-informed. 40 out of 49 suppliers had completed establishing EMS by the end of March 2006.
Green Purchasing

In fiscal 2005, the ratio of environmentally friendly products {about 1,500 items) purchased in the Head Office area reached 100%,
following the example of the Gunma region the pravicus year.

*1: IMDS stands for ‘International Material Data Syslem’, and is a system thal meels global slandards for measunng substances with enviranmental impact contained in parts. elc.




LOJgISTICS, oales and oervice Aclivities

Subaru has oined forces with its affiliate, Subaru Logistics Co., Ltd., to improve transporiation efficiency, to reduce packaging materials, and to promote recycling,
as well as to reduce the environmental burden in all areas of logistics. In fiscal 2005, the organization within the entire company was strengthened to respond to the
revision of the Law concerning the Raticnal Use of Energy, and activities were started to further reduce the environmenta’ burden and transportation costs,

Furthermare, Subary is promaoting its environmental activities in parinership with its dealers, and executed environmental compliance inspections at all domestic

Subaru dealers in fiscal 2005,

Activities to Prevent Global Warming

Reduction of the Environmental Burden in Transporting Completed Automobiles

(Efforts by Subaru Logistics Co., Ltd.}
When the loading ratio of a car carrier
increases and the number of car carrier trips
decreases, then the environmental burden of
transporting completed cars can be reduced.
Subaru Logistics Co., Ltd. promaotes joint
transportation of completed cars with other
companies in the same trade. In fiscal 2005.
the tetal number of cars carried by joint
transportation {commissioned to ather
companies/our company) was 35,754 units,

an increase of about 16% compared with
the previous year. In addition, COz emissions
associated with trangporting cars to
domestic Subaru dezlers were reduced by
8.79% compared with the'previous year.
Furthermore, Subaru Logistics Co., Ltd.
encourages its affiliated transponation
companies to mount idling-stop equipment
and digital tachographs on their car carriers,
and centinues to carry out activities aimed al
improving drivers’ eco-driving awareness,

Activities to Contribute to Recycling Society

Reduction of the Environmental Burden in Supplying Service Parts

(Efforts by Subaru Parts Center}

Subaru Parts Center has been making
efioris 1o minimize the amount of
cardboard by using reusable cardboard
boxes for service parts transporied to
domestic Subaru dealers that use our
carriers exclusively. Cta PDI {pre-delivery
inspection) Center*' introduced this
practice in fiscal 2004,

Foldable containers have recently been

Reduction of Packaging Materials for Overseas Knockdown Parts

{Efforts by Subaru Logistics Co., Ltd.)
At Subaru Logistics Co., Ltd's Parts
Distabution Center, where the style of
packaging for knockdown parts is designed.
efforts are being made to reduce the
environmental burden by focusing on the
recycling of packaging materials. In the second
half of fiscal 2005, we started implementing a
program ta recycle polystyrene foam used for
machined parts, and actually started recycling
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Nole: Here we had errors in the volume of eint trans-
portation for each year as reported on page 44 of our
2005 Ervlronmental & Social Report, Please rofer to
the: corrected vahie in this graph.

introduced for service paris ransported
1o the Ota PDI Center, mainly small-size
service parts, This is part of our aclivities
to reduce the use of packaging materials,
and we expect a reduction in cardboard
material of 2,700kg per ysar. Thus,
reductions in both the environmental
burden and packaging costs can be
achieved.

in March 2008, Recycling of polystyrene foam,
which had previously been tandfilled locally, is
expected to contribute not only to decreasing
the environmental burden by reducing the
amount of landfill, but also to reducing COz
emissions in the chemical products
manufactunng process. Subaru Logistics Co.,
Ltd. expects a redugction of styrene toam of 64
tons annualy by recycling about 80% of the
palystyrang foam.

Pachkaging materials refumed. cleaned and inspected for re-use

* 1 : Tha Ota PDI Center i5 a pra-celivery inspechon plant for new cars opened in Ota City, Gunma Prafecture in April 1998, where all operations are processed by an integrated online

informanon system. The Center stnctly comphes with the inspection standards of manufaciurers and deaiers, and delivers compleled cars of a consislently high qualty of pre-delvery

inspaclion 1o Subaru dealers across Japan. (For activities carried oul at the Ota PDI Center. pleasa refer 1o the homepage of Subaru Logistics Co., Ltd. at hitp:/www subaru-

fogistics.co.jp.)




Sales and Service Activities

Environmental Activities of Subaru Dealers

FHI has joined forces wilh domestic dealers of
Subary automobiles in the field of environmental
activities, too. We have been werking on
emvironmental compliance activilies together entitled
“Subary Eco Action 24" singe Decernber 2003 and
Subaru dealers across Japan are participating in our
activities. The environmental policy focuses on two
mottos: {1} Comply with environmental laws and
requlations, and further cortributes 1o the environment
in the local commurity, and (2) Continue 10 improve
envircnmental management systems 10 Create
environmentally-riendly dealers. We first designated
moclel bases among the sales shops of deadlers and
service workshops, and promoted environmental
compliance inspections and improvemnent at each
designated model base. Since the beginning of 2005,
such activities have been expanded to all sales bases
ishops and service workshops), and “thorough
inspections of environmental comphance at sales
bases” were launched as vontary activities at each
dealer, Progress al each sales base was confirmed at

Using Reassembled and Used Parts

FHI and Subaru dealers across Japan
are using recycled ({that is, reassembled)
and used parts. Using reassembled parts
such as engines, transmissions and water
pumps, was started in collaboration with
the related manutacturers in 2004. Using
used parts such as exierior panels, lamps
and wheels, was started in collaboration
with existing used pars network groups.

Hitems that utilize Reassemblad Parts

Engine, Transmissions, CVT (Continuously Vanable

Transmussion), Allernator, Starter
ECU (Engire Control Unit}
Waler Pump

the end of March 2006, and step-by-step
countermeasures have been taken at sales bases
where improvement was required. We continue to
assist our oealers with measures such as publishing
quarlerly magazines reporting updates on activities by
our geoup companies, responses 1o relevant aws and

refevant changes in society. As part of activities to
establish an EMS at sach dealer, two more
companies, Osaka Subaru Co., Lid. and Niigata
Subaru Co.. Lid.. obtained ISC14001 Certification in
fiscal 2005, bringing the folal number of companies
that have obtained such Certification to fve.
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Subaru Eco Action 21 Information

Collection of the scrapped bumpers

FH established an in-house system in 1973 (o
identity the maierials used in plastic parts, ahead of the
timetable for industry guidelings for the establishment of
such systems. This system is very helpful when the
company collects scrapped bumpers to recycle for usa
in cther parts of vehicles. In fiscal 2005, we collected
44 373 scrapped bumpers from all over Japan, which is
a 6.5% increase from the previous year (41,658).

The scrapped bumpers were recycled for use in other
parts of Subaru as shown in the graph below.

M Parts Produced from Scrapped Bumpers

R1, R2, Pleo Universal joinl cover,
Underfioor cover
Legacy Under spaiter,
Battery pan

WNumber of the scrapped bumpers collected (Graph}
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Recyciing ACTIVITIES

FHI has established the Automotive Recycle System of Subaru (ARSS*?), shown to the right, as part of active efforts to recycle and properly dispose
of end-ol-life vehicles (ELVS'"), according to the Japanese End-of-Life Vehicles Recycling Law (hereinafter referred to as the ELVs Recycling Law) which
came into force on January 1, 2005. The recycling ratio of ASR*? in fiscat 2005 was 70.0%, marking a top position ameng automabile manufacturers and
satistying the Japanese legal standard required for fiscal 2015. We will continue efforis to keep the recyclability of Subaru automobiles at a constantly
high level, as well as aim at further efficiency improvements and low-cost recycling in order to minimize the recycling fee paid by our customers.

Out Future Efforts

Starting development Starting production
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Efforts in the Design Stage to make Recycling Easier

{1) Emphasis on Design Allows Easy Recycling
ASR. These guidelines are utilized for the
development of Subaru automobiles.

In order to utilize limited resources, Subaru
has set up the Recycling Design Project Team.
3 Efforts to Improve Recyclability
Advances in Wire Harness Dismantling
{Picture 1)

Because a farge amount of copper is used in

It researches easy-10-dismantle parts and
vehicles and easily recycled parts structure and
materials, gives feedback on the development
and design of future vehicles, and makes efforts
toeward reducing the amaount of ASR generated. a wirg harness, if the wire hamesses can be
L.Recycling Market Research removed before the ELVs are shredded, the
The team mambers continucusly visit collection and separation of iron and copper will
dismantlers, shredding companies. and waste be enhanced and their value in terms of resource
disposers in various parts of Japan to exchange recycling will increase. FHI is conducting studies
views on the current and future market trends for ~ for @ hamess layout and automebile struciure
ELV treatment. The results are used to determing  that make it possible ta effectively collect more
the principles for designing automobiles with due  iron and copper and in a shorier time.
consideration for recycling and extract detailed
subjects for future research.

‘2 Efforts toward the Reduction of ASR

ASR includes a huge variety of matenals and
chemical substances used for manufacturing
autormobiles, and these materials consist of a
complex mix.

Consequentty, the team members
completely dismantled, disassembled, and
analyzed vehicles to identify the reasons ASR
is generated, and then created the ASR
Calculation Guideline for caleulating the
amount of ASR generated from a vehicle. Also

the Recycling Design Guideline was reviewed

Prclure 1 : Wire harness dismantling expenment

and improved to pravent the generation of

|

Model whose development started
15 years aqgo is at the end of its life.
’ 800009

End-of-Life Vehicles

We are developing technofog.es to
make the treatment of end-ol-ile
vehicles more efficient.

Easier Material dentification (Picture 2}
It 1s most important that the material of each
part can be recognized easly when we recycle.
FHI started to identify the type of material on
plastic paris in 1973 even before guidelines for ihe
industry were established. Matenal dentifications
had been attached on the rear side of each part
before. but the position was changed as we
believed we could avoid such wasteful actions as
“dismantling a part only to realize it was the wrong
ane” if we could confirm the matenial type without
hawing to actualy dismantle the part. FHI has
changed the identification positions on all car
models, including the Legacy, R2 and R1.

New Ihe material type can be sean withoul
dismaniling the bumpers.

An example of the matenial
ndication: (»PP<: PP means
polypropylena)

Picture 2 | Examplo ¢l sasier matarial identication
(an exampte of Subaru A1}

* 1 :ELV: End of Life Vehicles
*2 1 ARSS: Automotive Recycle Systemn of SUBARL
*3: ASR: Automobile Shredoer Residue : Residue ater scrapped melals for recycing removad from shredded car body
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A,Efforts to Improve Proper Disposal

ELVs Recydling Law also regulates the proper
disposal of substances with environmental impagi,
particularly fluorocarbons {refrigerants for air
conditioners) and arbags. Conceming fuiure vehide
development, FHI recognizes the essential need 10
produce vehicles that can be disposed of more easily.
Redugtion of Fluorocarbons Used in Air Canditioners

FHl uses a substitute fluorocarbon, HFC134a, for
refrigerants in &r conditioners, which does no harm 1o the
azone fayer, but which is stif believed to accelerate global
wanTing. Active countenmeasures include reduging the
amount of HFC134a, and minimizing leakage of
HFC134a. which can occur while air conditioners arg in
use. We are also conducting research inio substitute
refrigerants ather than fluorccarbons.
Advances in Airbag Disposal

Airbags and pretensioner belts coninbute significanily
tc reducing the shock 16 drivers and passengers in
automobie accidents. On the olher hand, the vast
majonty of automabiles are put out of servica vath
unused airbags. Because automobile manufacturers are
asked 1o dispose of aibags and simi'ar produtts under
the ELVs Recycling Law, we are condlucting research
intc the optimal structura for arbags, including related
components, that wil make it safer and easier to activaie
them in automobiles and subsequentty dispass of them,

{2) Reducing Substances with
Environmental Impact

We are commitied o curtailling our use of substances
with environmental impact at an early date, not oniy 1o
reduce the damage {c the glabal environment, but also
fo remove the need for complicated recycling equipment
and operations for ELV treatment. We think it is
necessary to reduce substances with environmentat
impact; consequently, we are making effarts 1o promoig
the recycling of parts and materials.
LlIntroduction of IMDS*

IMDS (International Materia! Data System)is an
environmental information database system developed
by German Automobie Industry Association and other
refated parties ic manage substances with
envronmental impact and to calculate recyclable ratio,

After infreducing IMDS in fiscal 2003, Subaru started to
research part of Subaru medels and in 2005 al modds
became the subject of research. We will continuousty
strive to ensure that we will be successful in meeling
the requirements on December 2008, when the
recyclable ratio becomes a legal requirement in Europe.

ZReduction in Use of Lead
For compact cars, the amount of lead has

already been reduced to less than one-tenth of

the 1996 industry average. We will continue these
efforts in respect of &)l our car modals.

73 Response to the Voluntary Activity Plan of the Japan
Automabile Manufacturers Association, Inc.(JAMA)
We have been promoting the reduction of mercury,

cadmium, and hexavalent chromium in accordance with

the “Substances with an Environmental Impact -

Yoluntary-actiity by the Japan Automobile Manufaciurers

Association, Inc.” {issued by JAMA in December 2002).

AS aresult, we have successtully sliminated the use of

mercury (excluding exenpted items) and cadmium in all

our car models. As for hexavalent chromium, we will
continug our efforts towards its “complate elimingtion”,

scheduled for December 2007.

Efforts in the production stage

(1) System for Grade Integration of PP Plastic
Previously, a great deal of waste was generated in
our materials manutaciunng, compounding, and parts
mold-processing procedures since we had different
grade mixes of PP materials depending upon the parts.
in order 10 keep such waste to a minimum., we
promoted the integration of PP grades. Each integrated
material for burmpers and interior parts has been appied
to most vehicle parts. W are going to further improve
efficiency for making plastic materials easier to recycle.

WHow Integrated Materals for Interior Parts are Used [R1)

e

Green parts: Intagraled malarials are used in these pafs.

(2} Recycling Waste Materials
{(Paint Sludge)

We found a way ¢ recycle paint sludge
from the paint factory, We are recycling paint
sludge as anti-vibration materials for vehicle
floor panels and as blast fumace reducer. We
are also considering recycling it for other uses,
As for recycling of paint sludge, our 2002
Envircnment Report, “Paint Slugige Recycling
Plant” (see p.30} explains the process in datail.

WAmount of Paint Sludge Recycled
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Pamt studge Wasie produced during the surtacer and tha Lop coat
in tha tar painting process |Painl thal dwd not adhero
1o the vehicio body}

(3) Utilizing Other Industrial Wastes
Continuous eftorts

FHI will actively utilize recycled materials generated
by industries other than the automobile industry. For
waste materials generated in manufacturing plants,
we are also promoting davelopment of technology so
that we can recycle and utilize the waste materials
from vehicle manulactuning,

WAn example of Utitzing Recycled Materials in Moded R1 Mini car

Recysiod P. T

Rucycied butnper matenals Troal t m and nsuatorn)

Turiversal Kent covery

Fiacyrlac PET
{apron pna ns_taor)

HacyE o urnney maleram
(urdwiloor coven,)

* 12 IMDS stands fof ‘Infemational Matenal Data Systen', and is a system thal meets glebal slandards for measuring substances contained in pans. elc., thal have an environmental impact.




Disposal of End-of Life Vehicles (ELVs)

FHIis conducting research and development for the improvement of the recycling processes cooperating with companies that

process ELVs. Tha results of joint development are made public in order to contribute to the realization of a recycling-oriented socisty.

We are contributing to the coming recycling-oriented society
by taking advantage of our technology.

Autemohile Enviranment
., manulactunng technology engineering technology
Prorotion of development

In order to aveid complacency, we aim to achieve the best
recycling methods by making evaluations in cooperation
with other recycling companies.

roviding
feedbackon )

oion s/

" Developing = ':;.-\
new methods of ELVs

in cooperation with local dismantiers

f/ Glass recycling ™~

AN

Developing Automobile Window
Glass Recycling Technology

Most of the automobile shredder residue
from ELVs is landfilled, but FHI believes that
coliecting and recycling window glass of
automaobiles, which currently accounts for
approximately 20% of the shredder residue,
will contribute significantly 1o waste reduction
and bring certain advantages.

[Advantages of glass recycling]
@ ASR generation can be reduced
={f the 3Rs {reduce, reuse, and recycle) of
ASR. reduce, which contributes most to
decrease waste, is achieved.
@®Rscovery rate of ELVs can be increased
=Promote improvement of the recovery
rate {more than 95% in 2015)
@ Racyclers’ burden can be mitigated
=By removing glass from ELVs, the press,

Owindshield Collection Method

Glass is cul with a circular saw and collected.

/’ELVdismanlling“\\-
\ technology / _' \ technology

7 Airbag processing N
tachnology S
L

shearing. and crushing machines used for

ELVs recycling will wear less, thereby

reducing maintenance costs

FHI started studying a method for recycling

side-door glass into glass wool in January 2000,
and developed devices for glass collection,
windshield crushing, and inner-film separaticn,
thus establishing collection and reuse
technologies for these types of glass into
automobile window glass. We worked with 12
dismantlers and three flat glass manufacturers in
2003, and then in 2004 started the cost reduction
and infrastructure maintenanca required to
incorporate collection, recycling and reuse jobs
into monthly routines. We will make efforts in the
future to organize infrastructures that expand and
institutionalize the collection and recycling of
glass within the entire automobile industry.

Réviewing and improing,
; d Improving,
. the economic efficiency
. of the methods .

Aiming to realize
an econamic

racycling-oriented society
uation of the test res - .
signating issues to 3o Tionstratian tests & rEw
L7 % methods in cooperation

recycling corm,

OTool Manufacturers

treatment and recyciing

[Companyhiamal (gztinm
Mak:1a Corporanen Anjo City, Aichi

Lobtex Co |, Lid

Faacefspal g

Obismantlers

5

locatcn

R0 L

Car Steel Co.. Lid

Waebashi City, Gu~Ta

Nagano Automcbile
Recycling Cenler Co-op

Toou Town. Nagano

Ibaphan Recycling Canter
Co., Lid.

M ron Town |paraki

Tsuruoka Co., Lid

Oyama City, Tochig

Metal Becycing Co , Lid

“ga3ch=3 oam Satama

Showa Metal

Kosnigaya Cily, Satama

Keiaisha Co , Lid

Ygesharra Coy Kaagoaa

Renaissance Co.. Ltd

Kirutsu City Chiba

Nippon Auto Recycle Co, Lid

Toyama Cily, Toyama

Sanomaruka Co.

A, remyally Shaoka

Shinser Co | Lid

Mhara Town, Osaka

gy Bussan Saw 1'ate~'s Deve apmenl o

Sakai City, Oszka

OSide-door Glass Collection Method

o dal iy has 0 MEOved &y
2300ing 8 savtoo fool wih a
Corge 5 ord thangng the pivysica-
sty oo ot A be o

Glass is crushed with a hammer and dropped nte a dish underneath.
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"Activities of Individual Companies : Aerospace Company

FHI can trace its beginnings back to Nakajima Aircrakt Co., Lte., foundad in 1917. In the intarvening years, we have been able fo take the lead in the Japanese aerospace indusiry
by using aircralt production technologies and a spirit of innovatien taken from the past, and to continually be involved in the development and production of a wide range of aircraft

The Aerospace Company actively challenges itself in new fields of technology to grow further ant become an intemationally-outstanding company. Toward this end, we utiize the

crealive, cutting-edge technologies we have been cultivating, including development technology for aircraft structures such as the application of composite material to the main wings,

as well as advanced system integration technology, in which the IT technotogy used for one of aur main products, unmanned aircraft, and fiight control technology are integrated.

Profile of Aerospace Company

Location

Aerospace company

1-1-11 Yonan, Utsuncmiya. Techigi (Main plant)

Procucts manufactured  Avcraft. unmanned arcraft, space-relaled eau-prment
Number of emptoyees  Aerospace Company 2 229

The History of Aircraft is the History of Structural Weight Reduction

It may be no exaggeration to say that the history of
aircraft equals the history of weight reduction in aircraft
structures. Since the beginning of drcraft history in 1903,
when we fiew up in the sky for the first ime using

The Need to Develop a Health Diagnostic System of Aircraft Structures

While composite material contributes to
the reduction of the weight of the aircraft, it
is extremely difficult to find out to what
extent ang in what manner the structural

Finding a Clue in the Human Body

Wa dew great nspration from the mecharvsms of the auman
bocy 'n develon ng this system. In tne human body, ohysca
disorders v detacted oy e neurd network which rans a. over the
gody, and a person s alertad 10 8 dsordar by Symctoms such as
oan o fever {Figare 1). We heve been ssearcing whether e
same mechanisms coltd fe apo'ed to arcralt, by wheh ay
darmage cofd be tagosad and the need for rega communcatad
using 3ens0rs Insta‘ed across the entre stucte of an 2icraft n a
mamer eqnvaent I e numan neura nstwore The Asroscace
Company was one of the st companes to undedake sesearch
and develooment for s system*, and worked 10 0t the system
0 ract ca use, {a«ng e vew that such tachno ogy wa become
vedespread among ov! avaton areraftn ine near fdwre,

HOutline of the sensor system (Figure 1}

brain
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powerad arcraft, the materials used for arcraft siruciures
have continued to evolve, becoming even lighter and
sironger, changing from wood 1o aluminum and
everitually to composite material. Furiher waight reduction

parts of aircraft are damaged or have
deteriorated due 1o material fatigue or
structural overload. There has been a strong
need to develop a technology by which

n arcrafi is necessary due 10 racent rises in o prices and
in response to increasing environmental concems such as
energy-conservation. As a result, arcralt uilizing alarge
amount of composite material have begun to emerge.

invisible scratches, one of the disadvantages
of composite material, can be located easily.
Such technology is called a Systemn to
Diagnose the Health of Aircraft Structure®.

Effects of System Introduction

Weight Reduction in Aircraft Structures

i this system is appiied 1o a secticn of the aircraft
such as the 1ail assembly, far which compesite
material is used and the design tolerance is severe,
the health of the tall structure ¢an be diagnosed and
confirmed more easlly (Figure 2). Excessive
strength can thus be eliminated in the sarly stage of
aircraft design, and the weight of the structurs can
alsc be reduced {Figure 3},

Wimage of the sensor system apptied Lo the wing structure {Figure 2

Bl An ideal image of weight reduction in sircraft structure {Figure 3)
-8

'
v e

A

Effective Maintenance

Maintenance of aircraft, such as
replacement of parts, which is usually
conducted according to the number of
accumulated flight hours, can be dore
more effectively, as this system makes it
possible to pinpaint the exact locations in
need of repair or replacemeant.

Enhanced Safety

Aircraft safety is expected to increase
further, as the health of the aircraft can be
diagnosed in real time during flight.

Thus, the Aerospace Company actively
takes on the challenge of developing a
systemn which will contribute significantly
to the reduction of aircraft weight and the
creation of structures that consume less
energy in the future,

* This rasearch is conducted under tha Development of Damage Monitaring System for Wing Box Struciure of Aircralt. a S-year program from 2003 o 2007, which was adopled and funded

by the Ministry of Economy. Trate and Industry (METI), under the initiative of FHI ' coeparation wath the R&D Instiute of Metals and Gomposiles tor Future Industries (RIMCOF).




Inaustrial Froaucts company

| Activities of Individual companies [ Environmental/Repoei] }

The Industrial Products Company produces about 1 million general-purpose engines per year, These engines are loaded in machines that
support our life such as construction and agricultural machinery to establish infrastructures, leisure-related equipment to fulfill our life, snow
removal equipment, and engine-equipped generators for harsh environments, which have enjoyed good reputations from our customers,
Product development is implemented by repeating demanding tests so that these engines and machines will always work stably under the
worst conditions imaginable on the earth, such as severe heat, extreme arctic cold, blistering desert heat, and rough marine applications.

Profile of Industrial Products Company

EH50-Type Engines

The EHS0PL is a liquid-cooled, 4-cycle single-cylinder
SOHC gasoline engnz with displacement of 498 fmk) and
sold mannly in the North American region as an engine
mountad on ATVs*' such as the Sporisman manufaciured
by Polaris Industries, Inc. Since the start of production in

1995. the EH50PL has gained populanty in the markst, and

is stil being produced today. The fuel delvery system has
been changed recently from the currently-appled
carbureior system 1o the Electronic Fuel Muti-point
Infaction System (MPI system), which takes into account

the exhaust emission requiations of the EPA [Ervirconmenial

Protection Agency) in the LS., which came info force in
2006 Modet Year and ara scheduled for 2009 Moddl Yaar,

Main Location

Industrial Products Company

4-410, Asahi Kitamoto, Saitama

Number of empioyees 569

v

Lo
- bam —
Ly

Producis manufactured  Multi-purpose engines {Fobin engines}, engine generaiors, angine pumps

Features of EH50-Type Engines

1. Environmentally friendly

The air-fuet ratio has been optimizad for
all driving conditions through the
application of the MPI system, It complies
with the current exhaust emission
regutations of the EPA and CARB in the
U.S. and balances high-level driving
comiort with improved fuel consumption.
We are also making efforts to reduce
substances with environmental impact in
these engines, such as hexavalent
chromium and lead.

CJEHS0PL MPI System Engine

2. People Friendly
* Noise Reduction

A noise from the gears inside tha engine
has been eliminated by optimizing the gear
specifications, reducing the noise during
idling and improving the acoustics.
* Improved Starting Performance

We have worked on improving the starting
performance of vehicles and the operability at
cold temperatures, while also working on
improving the mechanical decompressor
{decompression mechanism activated upon
starting-up the engine) and efiminating
choking through the use of the MPI system.

[JEmission Gas Level(CO) OFuel Ecancmy Level
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Tsunami in the Indian Qcean in 2004,

Products of Industrial Products Company*? Used in Disaster-Stricken Areas
FHI makes active efforts to provide disaster relief to areas stricken by natural disasters and the like, both
in Japan and abroad. One outstanding example is the power generalors manufactured by the Industrial
Products Company. which are contributing to recovery efforts in areas where alectrical lifelines were
disconnecied. A large number of our power generators are still being used in many areas worldwide.
FHI has denated ifs power generators and water pumps 10 several disaster-stricken areas, including the
area hit by the Niigala Chuetsu earthquake in 2004, and to 1hose stricken by the Sumatra Earthquake and

ROBIN power ganeralgr playing an activa role
in a disagtar-stricken area

*1: ATV stands for al-terrain vehicles, and refers mainly 1o 4x4 buggy vehicles.

*2; For the RGBIN producis on which engines produced by Ihe Industiial Products Company are mounted, please rafer to FHI's homapags at hitp:fwww.Thi co jp/rebnfindex.m,
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£CO lecnnologles Lompany

Eco Technologies Company deals with a variety of products that contribute to creating comfortable living environments
and a resource recycling society with an Environmentally-Sound Material Cycle and the recent refuse disposal system for
skyscrapers, as well as various vehicles and equipment for waste collection, transport, and recycling. Handling the wind
turbine systems to produce clean energy, Eco Technologies Company contributes to conservation of the global environment

with its ecological products.

Profile of Eco Technologies Company

Location

Products
manufaciured

Waste Coliection and Transportation Vehicles

New model refuse collection vehicles, Fuji Mighty LP871
The Fuji Mighty LP871 is a modef which has become available for
the first time on the cpen market. It was developed under
colaberation between FHI and Shin Maywa Industries, Ltd., the two
major rmanufacturers of refuse collection vehicles, and was launched
in May 2005. A loading system developed using some of the two
companies” mast highly evaluated patents is mounted on this model,
and its appearance is more sophisticated than ever, For safety, we
have established our own voluniary standards, SAFETY 21, which
are even stricter than the relevant legal standards. The rear-view eya
camera for rearward confirmaticn and the high mount stop tamp for
enhancing the visibility of the vehicle from the rear side are mounted
as standard for increased safety. We have been making series of
products ior 2-ton and 3.5-ton chassis bases since April 2006,

New detachable container truck, Power Loader FPL-4A
We launched a detachable container truck {product name,
Power Loader), a new model in the 4-ton chassis class in March
2006. The waste container can be attached and removed as
shown in the picture, and it is possible to dump the container in
order to discharge the waste. Our detachable confainer trucks
have been used at construction sites and waste treatment
tacilities, and the market has been expanding recently.
Containers stationad at several locations can be transported
using {ust one Power Loader, thereby improving transportation
etficiency. The Power Loader is a vehicle in compliance with the
compatibility reguiraments of the manufacturing standards
issued by the Japan Autc-body Industries Association Inc.

Low- Pollution Refuse Collection Vehicles Adopted
63 of our CNG (compressed natural gas) refuse collection vehicles
were adopted in fiscal 2005, as well as three hybnid vehicles.

Eco Technologies Company

1-1-11, Yonan, Utsunomiya, Tochigi

@
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Environmental vehicles {Refuse collection vehicles, transporters, detachable
coniainer trucks. organic resource separation and coilection vehicles). and
environmental eguipment such as Wind Turbine System and a Retuse
conveyance system for skyscrapers

179 {As of March 31, 2006)

Ospecitications of the LPB71

Body

4-10n chassis glass of gach domestic chassis manulactuier

Cargo box capacity

8.6m?*

Hopper capacity

1.1m*

Cargo box dimension

3.155mm « 2 035mm x 1.660mm

Loading method/cycla

Press melhad lpadingfapprox. 13 sec

Dischargng melhoditra

Design rencwal

Forced disehargngfapprox 18 rec,

The body and tzilgale COME in o pece

[JTrends of Low-Pollution Refuse Collection Vehicles Adopted
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Technological Licensing of Refuse Collection Vehicle Fuji Mighty to Overseas Companies

The Eco Technologies Company starled the technological keensing of its refuse develep and sall refuse collection vehicles capable of coping with environmentaly-harmiul
cotechion venicle Fuj Mighty to Jiangsu Yueda Special-Purpose Vehide Co., Lid. {iangsu waste not only within Japan but also in Asig, including Chira,
Province} in China in 2004. In the summer of 2005, local production of the first profotype
vehice was completed. Because China is presently facing growing environmantal
problems due to its rapid economic pregress, improved weste collection and cleaner and
more effective transportation is requirad. Expectations of the technclogy of Fui Mighty are
growing stronger, as demand for refuse collection vehicles grows acioss Ching, especialy
with large-scale intemational events such as the Befjng Olympics and Shanghar Word
Expo to be held in the near future. The Eco Technologies Company wil continue to

FHI's technolegies being ulilized in refuse collection vohicles
playing an active role overseas.

Products Contributing to Recycling Society

Fuswton, a Refuse Conveyance System for Skyscrapers

In high-rise office buiidings that requirg further recovery of resources, conveyance and sorting system, where refuse input from each floor is left to fall
efficient vertical conveyance of refuse has been demanded in recent years, without damage by controliing the speed of the fall with pressure control, and
rather than conventional manuai conveyance by elevalor, Fuswion is a refuse recyclable waste is sorfed according to types for efficient resource recovery.

Railroad Memorial Museum

The Rairoad Memorial Museum was establishit to praserve the history of our rairoad cars
production after vathdrawal from that business. The storage hall stores and extibits
representative cars FHI produced, including the ral bus for the Tarumi Raitway manufactured in
1984, The material hall stores the history of wagons in materials by exhyiing photo parels of
represeniaiive cars and their production processes together with commemorative products, as

well as accumutated photos and materials from a ine of cars. The Museum, which is open

reguiary, is uiizad as & spot for communication among local residents and retired employees, Overview of the Rairoad Memorial Museum
along with a square having a greeniin front of the museum as a refaxation space for employees.

Clean Enterprise™'

FHI's Clean Enterprise has been working on developing various an active role in the Aichi World Expo, as well as an ozone deodorizing
mobile robot products since 1991, We manufacture and sell cutting- and purifying device and waste weighing system for building.
edge elevator-interfaced cleaning robots for energy and labor We will continue to provide highly-practical products in the field of

conservation in building cleaning, outdoor cleaning rebots which played service robots, where demand is set to continue growing.

Elgvator-interiaced cteaning robols Arliculaled tr ion Outdoan cleaning rebot which played an active role in the Landmine detection robots and our slalf who conducted their
robol lar pharmaceutical companies Aichi Wosdd Expo verification testing in Croatia

*1: Tha Glean Entarpnsa changed to the Clean Robol Depariment, Strategy Developrmant Division of the Head Office as of July 1, 2006 lollowing organizalional changes.
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AcCTivities o1 UIices

Location : Shinjuku-ku, Tokyo. and Kia-ku, "UV
Sallama City, Satama Prefecturs

Business prolte - Planning  marketing and sales of :.'.', L+ 00
Subary ptoducts, and corporale
operations

Employees : 564 persons (Shinjuky and Omiya)

Head Office (Shinjuku Business Site, Omiya Business Site)

We have been promoting the Eco Office Activities*' in the Head
Office area. involving all employees in environmental conservation
activities, utilizing relevant information disseminated over the
intranet, educating employees and pericdically implementing EMS
self-diagnosis. In fiscal 2005, we achieved our goals in respect of
energy consumption in the offices (a recduction of 7.0% compared
with the previous year) and paper consumption (a reduction of
14.3% compared with the previous year),

In addition, we reviewed the disposal and ordering methods of
sates promotion items, which had previously been landfilled once
they became unnecessary, and achieved complete recycling in fiscal
2004, '

From fiscal 2008, a employees, including those at the Omiya
Business Site. have been promoting EMS aciivities, focusing on our
core business operations that relate to customers and employees,

Achievements under the Fiscal 2005 plan

Elecincily

1.0624 meliion hwh (7 0% reduction compared Lo the previous year)

Location :3-9-6 Osawa. Mitaka, Tokyo ﬂ"

Main business : Research and Development,
Exper'rent of autorrot ve engine
ana transmession, Research ano

IS wum T
A3 A HER 1T
e -y a

Cevelopmenl of Subary prooucts
Womher o empoyess - Q82

Tokyo Office

The Tekyo Office promotes environmental activties under the theme af its
environmental pokcy, “Provide Clean Power Units™, considering how essential operations
at each division affect the environment. We achieved zero envissions in Septernber 2003
and have mantaned that fevel ever snce. We also conduct emergency dis and fire diri’s
penogically 1o prepare ourselves for environmental incidents, as ols and chemicals are

used for experiments and research at our properties.

Ag part of actrities contributing to focal communities, we have been assisting
neighboring elementary schools in conducting their social studies classes since fiscal
2004, offering them opportunities for office tours combined with preparatory leciures. In
fiscal 2005, we invted 6 elementary schools {about 500 students) to study automobile
history and car manufacturing at Subary, and provided them with opportunities to
experience an environmental test room whare the air temperaiure is sat at -30T and
an anechaic chamber where sounds do rot rebound, as well as design studio tours.
The children who participated in these activities were &l amazed and ganed a teep
interest in automohile development, something they would not have experienced in
therr datly Ives. We will continue this assistance.

Achievements under the Fiscal 2005 plan

Fiscal 2008 athigvémpnt

Electricily 26.5882 mullior kv (3.5% reduction compared 1o Ihe previous yoar}

Paper 23.81on (14.3% reduction compared 19 the provious year)

Paper 5.01 million sheels {10.4% reduglon compared (0 the previous year)

F:

The Operalions Improvement Case Study Pr Ed 3
15 held gvery year to dissemnale oulstanding cases as
pxamples to other divisions

e gur ntranel, and 760
persons, ncluding lemporary and parl-time emplayees.
received e-isarming training i fiscal 2005

Topics of Fiscal 2005 activities

Sogial studies 1¢ur o1 Tifth-grade elementary
scheal students, inrigued by the clay modals

Social studies lour of iflh-grade elementary
school studants, watching a car being tested

A bullalin board for separation and disposal al
Subaru Parts & Accessories Division in Qmiya

Wa parlicipate in social contribulion activities
as woll, donaling collected stamps, lelephone
cards and pull-tabs

A fire drill assumning a large-scale natural disaster  An emergency dhill using fire exlinguishers

* 1 Eco Office Acliviias are acinvlies such as the srganization and arrangament of office-retaled items, the lurning-off of bghts dunng lunchiime, the proper temperature conlrol of air

condiioners and Iha raduction of office papet consumplion, in which all employees participate in order ta promota enviranmeniafly-fiendly ofice operations.




ACTIVILIES Of Allillated LOMPANIES  Domestic Companies

Activities of Affiliated Companies [ ERVIPONME

BI[RETORT

FHI holds meetings of the Domestic Affiliated Company Subcommittee with six of our affiliated companies*' {excluding
Subaru dealers) that have a significant environmental impact in their manufacturing or transport businesses.In fiscal 2005,
we expanded the Environmental Risk Assessment and company-wide Environmental Data Collection System. In addition,
Subaru Kosan Co., Ltd.™?, one of our non-manufacturing affiliates, obtained the 1SO14001 Environmental Management

System Certification in fiscal 2005.

Outline of Activities by Subcommittee Members

Regardng the prevention of global warming, GOz emitted
by the 5ix companies i fiscal 2005 totaled 28.170 tons (a
reduction of .7% compared with the previous year). As for
recuction :n waste mazenal, the si companies achieved a
28r0 leval of waste landfiled in total by changing the disposal
method and enlorcing strict separation before colaction.

Cancerning environmental accounting®:, the environmental
costs of the s companies fotaled 270 miZon yen (a reduckion
of 20% comparad with the previous vear) in fiscal 2005,
producing a postive economic effect of 180 miion yen {an
increase of 10% compared with the previous year).

Al lchtan Ga., Ltd, efforts have besn made 1o creze
effective anti-vioration and sound isolation measures fof oevices
such as press machings, which produce vibration and ncke,
Febauary 2006, Ota environmental subcommitige held a
mggting conceming noise and vibration contrel a1 lchitan
{hosied by Ota industng Lisison Courcd for Environmentat
Gonsarvation), exchanging apinions wih kocal governnierit and

Kisegawa River, one of its annual events, in November 2005.

compartes in that regron and holding plant tours.

Each company penodicaly implements aclivties such as
cleaning and mowing in their neighboring areas. For exampls,
Fuji Rebin Industries, Ltd, cleaned the riverbed of the

Meating for norse and wibration control held in February 2006 at letitan

Cases Where Requirements Stipulated in Environment-Related Laws Were Exceeded, Environmental Incidents and Claims

In bscal 2005, 14 cases were reported where our measurement resulls excesded the requirements stipulated by environment-refated laws (six cases related to water quality and
&ight to noise), Conceming the six cases related 1o plari effuent (PH and SS), we fook a countermeasura by improving our faciities and the management of the wastewater treatment
faciities. As for noise, there were sight cases where the noise at the borders of our plant properties exceeded the stipulated values. We have been implementing tentative noise-
isolating measures, and studying sound-absorbing and noise-isolating measures based on frequency analysis.

With regard 16 envirenmental incidents, 1wo cases were reported, including an ofl leak from the pipe of & heavy oil tank, and we have been implementing rapid and appropriale
SMErGeNGy Maasures in response, as well as permanent measures such as facility improverment.

On ancther note, we received two environment-related clams. One was for the noise associated with forklift trucks operating early in the morming, whie the other was for the nofse
of car engines in an employee parking ot late at night. We have implemented countermeasires, such as reviewing product delivery times and insirucing employees to act more quietly.

Soil and Underground Water Surveys by Yusoki Kogyo K.K.

Yusoki Kogyo K.K. (Handa City, Aichi Prefecture), following the discontinuance of some of its specific faciities, conducted scil surveys according to the Sof
Paliution Countermeasures Law from Novernber 2005 through January 2006, Because soil pollution exceeding the standards stipulated by the law was confirmed. we
have fled the case with the Aichi Prafectural government and are implerenting countermeasures in compliance with the law. At the locations where soil pollution**
was confirmed, we have been removing the pollution by excavating the earth, implementing on-site cleaning and conducting underground water surveys.

processes as part of the 58 Activiies 1o establish an EMS, Impravements include the waighing and recycling of waste matenal produced by sach tenant. and
the wsuahzation and reduction of energy consumption by each tesant Inrough proper busd:ng management. The company has been making efforts to wmprove
s service qualy as wel, frough measures such as the provision of usefi information in a simely manner and using their EMS as an imporiant ool to run
their businesses properly. Subare Kosan plans to further improve every service they prowide by further promating EMS activties in the future.

SO TURATY
Subaru Kosan Co., Ltd., a Non-Manufacturing Affiliate, Obtained 15014001 Certification
One of our affilates, Subaru Kosan Co., Ltd. {located ar Stunjuky Subery, Ebisu Subary and Omiya Subaru Buildings: President, Takao Sato), which runs . ; ! PR e
businesses such as real estale development. ravel agencis and buildng managerment, obtaned 13014001 Environmental Management System Cetficaton + ' L Ty
in March 2008, the brst FHI non-manufaciunng atiiate company (excwdng Subaru dealers) 1o do so. The company has been improving ther operating ﬁ !
£

-

Waslé matorial yard at the Shinjuku Head
Oftice of Suban Kosan Co., Lid

Subaru Building News:
Issued bymanthly {2006 spring edition)

Wi Saito, Prasient o Subani Kosan Co, L1d , snd managars
in charge of onvironmental acinties

Waste material weighing system far Shinjuku Head Othce),
Fesults wa cakculaled autamaticalty

*1: Six Manulactunng Affliated Companies: Fuji Aobin Industnes LIg, Yusoki Kogyo K K., Fuji Machinery Co., Lid,, Ichitan Ca., Lid., Kiryu Industnal Co, Lid., Subani Logistics Co., Ltd.
*2: Non-manulactuning Affihated Companies: Subary Kosan Co, Ltd., Subaru Ul Co., Lid, Subaru Finance Co., Lid., Subaru System Sensce Co., Lid.

*3 : Detals of the Enwironmental Accounting of Domestic Affilialed Company Subcommittee ara shown on our website, Supplementary Volume lor Data Relaled to the 2006 Environmental & Social Repart.
¥4 : Amaximum of 38 timas (he amount of lead or lend compounds stipulated by legal standargs.

L0y jelia
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ACTIvVITies OT ATtillated cLompanies Overseas Companies

FHI ard five affiliated companies in North America have established a committee concerned with the environment (the North
American Environmental Commitiee, NAEC*') to expand FHI's activities, and utilize the Committee as an opportunity to hear reports
on environmental conservation efforts at each company and discuss future environmental activities planned for North America. SRD,
a development and research company for Subaru vehicles located in the U.S., obtained 1S014001 Certification in December 2005,
thereby establishing the EMS at all five affiliates in North America for alb stages of development, manutacturing and sales.

North American Environmental Committee

North Arserican Environmsntal Committes (NAEC) is held
biannualy (n February and August) to repor progress in
Ervironmental Mid-Range Plan by FHI and the five respective
affiliates and to exchange information regarding examples of
anvironmental improvement activities (Picture 1). In fiscal
2005, we exchanged opinions on the trial implementation of
environmental accouniing and on how w2 shoud logically
oroceed wath the EMS which has already been established at
all five compares,

(Pictura 1) NAEC beld in February 2008 (then SEVP Suzukiin ’
1he righi)

Environmental Activities at Each Company

Major Tapics concerning Activities in 2005
+ SRD obtained IS014001 Ceriification, thereby
completing EMS at 2l affiiates belonging to
the NAEC (Picture 2).
- SlA has continued to maintain a level of zero
waste matarial directly landfiled since May 2004.

(Picture 2) SAD Ws. Habara (center), Kurk (lef) and Orikasa {nght)
with 15014001 cert.Icatan

{Picture 5) SCI's returnablereusadle leng-enging
<ontainar

(Picture 8) SCI's compressor {right} and Waste
Io Landfill 8yd Bin

Reduction of Waste Material

SIA chiained 15014001 Certification as early as
1998 and since then has actively carmied out
ervironmental conservation activties. In particular, it
has worked on minimizing consumption of resources,
curbing waste generation to racuce the ervironmental
burden as much as possible, implementing proper
disposal. and promoting the cyclical use of resources.
In May 2004, il successfully achieved a level of zero
waste materal landfiled for waste created in its
manufactuning process, and it maintained that Jevel
throughout fiscal 2005. {Of the 14,656 tons of waste
material produced in 2005, 0 tons were directly
langilled.)

S0A promoted ihe separate collection of waste
material such as old body panels taken off
avtomobiles at the South Central RDG™, in
cooperation with a local NPO, while creating
amployment for people with disaliities. As a result. it
became possible to recycle scrap metals and styrene
foam packaging material, which had previcusly been
landfited, leading to & reduction in the amount of
waste of 4,800kg per year. They will continue fo
separate and collect waste matenial, while fully utilizing

WPOs. in addition. they are making active effords to
recycle used cans and paper as a readily-achievable
environmental activity (Picture 3).

RMI has completed a recyciing system for gasoline
drained from engines after test running, thereby furher
curbing the generation of waste materdal {Picture 4).

SCI has been making efforts to recycle cardboard,
paper, plastic, glass and hazardous materials.
Activities undertaken in fiscal 2005 included the
following: {1) adcption of a naw returnable/reusable
container for engine and fransmission (Picture 5); (2)
conversion of a compactor previously used to landfi
waste info a compressor for recycling paper and
caroboard, thereby making paper material recycling
possible and reducing disposal costs significantly
{Picture 6}; {3} The warehouse implemented a program
for 1he reuse of packaging materials from incoming
parts shipments by saparating them inte wood and
plastic. Thus, activities to reduce waste material were

camied out throughout the entire company.

Employees at SRD use reusable coffee mugs at
work as a readily-achievable environmental activity
{(Ficture 8).

(Picture 4] RMI's recyciing sysiem lor gasolina drained Irom
engines (completad in Dec. '05)

=1

(Picture 7) SCI's Recycling'Reusing Packaging
Materials Bins

iPic!uro 8) SRD's Colfee Mugs

*1: NAEC membars = SIA: Subaru ¢of Indiana Automotive, Inc.; SOA: Subaru of Amarica, Inc.; RMI: Robin Manulacturing U.S.A. Inc.; SCI. Subaru Canada, Inc.; SAD: Subaru Rasearch

& Devalopment, Inc.

*2 . RDC (Regionat Bistribution Center)




Energy Saving Activities

In 2005, all 270 metal-halide lamps in the warehouse
were recently replaced with T-5 fuorescent fixtures at
S0A Northwest (Picture G). The resuls were a recuction
of apprex. 12,000 dollars inits power bill per vear, as
well as a reduction in the emission of greenhouse
gases. The new lamps have been favorably received by
employees, as they are kind on the eyes and make the
workptace environement more comiortable.

SC! has installed motion light sensors in all meeting
and rest rooms al the new Head Cffice buiding and
the Parts Distribution Center which tum lights and
other equipment on and off automatically. In addition,
each workpiace is provided with many windows to et

in as much natural light as possible, the reception hall
is equipped with skylights (Picture 10} and the wal
height at each workplace is set at 4 feet.

R has added an automatic lights-out system to
its assembly lines so thal the lights are always tuned

(Picture 9) 8OA's Lamp replacement projec!

Social Contribution Activities and Commendations at Each Company

Support through Fund-Raising Campaigns
Support for the Areas Stricken by Hurricane Katrina

SlA and SOA have donated relief money to areas
in the southem U.S. stricken by Huricane Katrina in
August 2005, FHI alsc donated money 10 those arsas
through the Japanese Red Cross Society. We wish all
pecple in those areas a quick recovery from the
disaster.

S0A is extending financial aid through the SOA
Foundation tc an intemship program established to aid
actmities in the fiskd of nature reserves, The program is
for university and graduate students who are wilfing 1o
make careers in wild animal recovery and conservation
or for environmental education. The company also
donated a Subaru Forester to the Vineland field station
of the Rutgers University in New Lisbon, New Jersey.
The wehicle is being used for their environmental
presenvation education programs.

RMI has continued to participate in social
contribution activities organized by the Hudson
Hespital and Hudson County Club. and has extended
suppor to the Japanese school in Minneapolis.

oﬁ atthe end of every wom shﬂ

{Picture 10} SCI Headquarter bulldmg has many glass wmdows
19 allow much natural light

Reduction of Environmental Risk
and Chemical Substances

Si nas changed the tyoe of part f Jses to Gw-sovent tyoe
pant 1o reduce the amaunt of ar oolutants produced by 3
pantng brocess. Tne company w lroduce an Esclron ¢ MSDS
Syslem 1o 0gca’y mvast gale whal ciemca subsances ae

actualy contaned and reduce use of such chemeal sustances.

S04 has changed ine tyoe of boxes 1 uses for co.ectng used
biattery o5 10 a leak-proof type as a readly-ach evable aciv ty,
and ntrod.ced an e 0N TeNta Y inendy agquenus ots caanng
mache at e South Geatral RDC Prture 11),

{Pn:mre 11) SCA's Ieak proo! type battery collaction box {lafl)
and environmanlally friendly aqueous parls
cleaning machine (right)

Active Participation in Local Clean-up and Charity Activities

SOA employees participated in a
beautification activilty at a local youth house as
part of their voluntary activities on Martin
Luther King Jr. Day (Picture 13),

RMI employees are participating ir: fund-
raising activities for children with brain tumors
{Picture 14).

Green Procurement

The NAEC is also making active efforts
regarding green procurement. 81% of their
suppliers have already obtained 1SO 14001
Ceriificaticn as of fiscal 2005. NAEC will
continue to establish EMS and make effarts
to reduce chemical substances.

EMS

SRO obtained 1S014001 Cartification in December
2005, thereby establishing the EMS at all five affiiales
in North America, FHt and each affiliate will proceed
with a study to logically promote the EMS activities. In
addition, three more SCA business sites oblained
15014001 Cerlification, bringing the total number of
SOA's business bases lo have obtained such
Certification to six (Picture 12).

ST N

g B

tPn:lura 12) SCA’s Southwast ADC (Denver) stat!s with |he
acquired 1ISO14001 cerhlication

T AT

SCl participated in the clean-up activity arcund

its offices on Earth Day 2005 in cooperation with
Mississauga City. SOMI. an affiiate of SCI,
participated in the LitterNotProgram of Mississauga
City as parl of ils social contribution activities. The
company received a certificats of gratitude from
the Mayor of Mississauga City (Picture 15).

{Piciure 14} RMI Mr. And Mrs. Daan Walk volunleenng al “Ride for Kids™ a fundraiser for the
Padiatric Brain Tumor Foundalion

) ;
thue 15) 5C1 parcpated Eart Dayms ¥ COcRarAr wih msusa.lgs Cey i Suban, of Mss:ssau;a{SOM’l empioyees rlr‘.mred o the bczl hhssr&sm.ga LimerNot Prograr
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O0Clal meport

FHl has the philosophy that we must be responsible for nat only directly meeting customer needs in our operations by providing products and services but also that we must lake

responsibilty throughout all our corperate activities. which includes compliance with laws and regulations, environmental protection, human nights protection, and consumer protection.
fn addition, we think that the economic and sacialhuman aspects of corporate activities cannot be separated, and thus taking social responsibility should be fundamental 1o our

operations. So we would like to be a better corporata citizen who continuously contributes to the sound, sustainable development of our society, which includes customers, local

communtiies, shareholders and investors, affiliate companies stakeholders and employees.

CSR (Corporate Social Responsibility) Activities

We are pursuing our CSR activities with the philosophy
that FHI's corporate phitosophy and FHI's CSR poficy are
ona and the same. Our CSR activities target a vanety of

Corporate Governance Policy

£Hlis vorkng 10 senghen its C0mporais Govemance pofiss i ersurs
that it canmeastre up 10 the LSt ard confidence placedd in the Company by
alis shareholders, customars, ang othar sidkeholders Since e 1999, FH
Fes arphoved an execuie 073cer Systam s helps darr’y resporshaes for
operationd! exacuton in each divsion. Since Jlne 2003, the ams ¢f
dractors and eneouhe o 50ers bave besr rsguoad fom w0 vears o e,
Ao, 31ca dune 2002, cooraing to she deision of e Boars of Directors,
Fhitbas gven responsibiry for e nomimgtion of comora's officers o3
Zreoue Nomingion MeeTo enc ghven resporsbEy v vy
performance and dezamanmg the rmunerelon of CoONE's 6icers 1o s
Execuiive Compansaion Meetng Al these measiies ar (osigred 10 chty
rraramar Sasn-aig £ne opsrEiona] ©xE0L 0N fuCions, nirease
MANEEMERT ASCAIETCY, ' a0CSRrae manegamert hungtions.

Tre: Boasa of Comara:s Audhiors Megsing consisis of four comporate
azkors*, achading to gursios cpor:e audrs, ang i respershs for
FECERTY] EpOrtS On Importan: auding issues anc oetheraiss accoringh.
FH, w be taking various measwes 1 furher srengihen o3 niemd corirol
Systems and auiing Sys:ams whis also corsksang wheTer o reond
oussice dieciors,

Compliance

Fundamental Philosophy

issues including corporate govemance, compliance with iaws
and regulations, dsaling with products and cusicmers, env-
rormental conservation, information disclosure and cormmu-

nication vith investors, response to suppliers, management
aof employees, and contributions to society. In 2005, we
established the CSR Commitige, and & department in charge
of CSR 1o promete our activties even lurther.

General Meeting of Shareholders '
f
: Board of Directars | [ Board of Corp: ) ) ‘
- Megting 1 Auditors Mesling I Financial Audit |

Corporars Vi Pesent |

| CSR Committee™

’ Corporate Operations at HQ, Automolive BY, each company of FHI and group companies |

O D e ———————eee—

We invited our shareholders to a plant four at the Gunma

Plant Tour for Individual Sharehoiders

Manyfattuning Division on March 4, 2006. It was the third such
oceasion and this year 97 individual sharehelders panicipated in the
event, which allowed them to better understand the statws quo ang
manufactunng activities at FHI, to aciively exchange opinions at the
Q8A session, and 1o pariripate in many other activilies as well

g

-
-

Basic Compliance Policy

FHI's basic compliance policy is provided
for by the Compliance Regulations as follows.

"We regard corporate compliance as one of
the most impartant tasks for management. We
strongly recognize that our company-wide
efforts toward regulatory compliance make for
a solid management foundation, and therefare,
we carry out open and fair corparate activities
in compliance with sacial norms, as well as all
laws and regulatory requirements and internal
regulations for corporate activities.
Corporate Code of Conduet and Conduct Guidelines

FHI has established a Corporate Cods of Conduct
and Conduct Guidefines as the standards to ensure
compliance with laws and requlations. These are

descnbed in detail in ihe Complance Manual, which
all officials and employees carmy in order 1o ensure
legal and regulatory complianca in their daify actions.
Compliance Declaration

In order 1o maintain strict comphiancs, it is
essential for corporate ieaders 1o declare the stance
personaly. In May 2003 FHI's then president, Ky

Compliance Manual

100 Case Studies ot
Comghance tssuas

Takenaka, issued & declaration entitled “Toward
further enhancement of company-wide compliance
aclivities.” In the message, he declarec that he
would take the initiative 1o ensure that he and all
officials and employees comply with laws and
regulations in order that FH! will continuously grow to
become a company that has eamed society’s trust.

gy

(AT I

arubeFuiome

6&4_
o B

Internal Complianca Training

*1: The Board of Directors Meeling consists of 6 execulives. The board of Corporale Augilors Meeting consists of 4 awhtors, including two outside corporate audilors, 1o observe the cor-

porate managemant cbjectively (as of May 31, 2006).

%2 : Othar than CSA Commillgs, we have Compliance Commitles, Cotparata Environment Committee, Recall Commilles, and Export Control Commitiea




System and Administration

Compliance Regulations
FH! established the Compliance Regutations in
2001 after approval of the board of directors. These
regulations contain basic compliance policies. which
provide for the systerm, organization, and operational
methods related to corporate compliance.
FHI's Compliance Syster/Organization and Administration
A Compliance Committes has been astablished
as a company-wide committee organization to
promote comporate compliance. The committee
cenducts deliberations and discussicns, renders

providing employees with a drect route 10 report any
problems deiecied concerning compliance. The
Compliance Hotine Desk sat up in our company recenes
reports directly from the employees involved and then
investigaies and deals with the maties. Thename and
department of the employee who reports the matter are
kept under strict rules of confideniiality, urless the
employee agrees otherwise. Due consideration is given 10

CComptiance Hotline

ensure that the employee does not suffer any disadvantage
as aresult of reporting a compliance problem.

In fiscal 2005, we preparad to expand the range of
people eligible to use the system to include termporary
employees, emplovees of domestc group companies and
employees of cur suppliers having a long business history
with us, in accordance with the Whistieblower Protection
Act which came into effect in April 2006.

@irtien report

. ®Phone call

@E-mail

determinations, and exchanges information on key
compliance issues. Evary year, each department

in e event T1al you' superviscr does not
property hawts e complance problems that
You have repo-isd or discussed, of in e

devises a compliance implementation plan
Consuttatons or complaints abaut problems retad fo

{compliance program) ¢ enhance corporate sexual harassmen! shoukd be oi-acted to the Sexyz

event el kr some reason that you canaot Harrassinant Cosutaton Send
compliance and takes the initiative to advance b mm',‘/",m\w e
continuous and systematic implementation activities. N <
/ Baslc route for reporting and consuiting

Compiiance Hotline System
FH! established the Contpiance Hoifng System in
February 2003 as an altemative communication route,

Fiscal 2005 Results of Compliance Activities

Providing Compliance Educatian and Training Programs
In fiscal 2005, we offered an educational program
of compliance and legal training shrough a variety of
educalional courses organized by our legal and
personnel and training departments. More than 3.800
officials and employees in our group companiss ook
these courses throughout The year. In addition, as
voluntary activities by each department or the
affiliated companies, there were workshops on laws
and regulations with deep repercussions for each
department ar those companies and educational
activities on compliance, wiilizing the bockiet titled
“100 Case Studies of Compliance Issugs” or
"Perscnal Informaticn Protection Handbook for
Subaru Dealer Staff” as texts.
Our efforts for Personal Information Protection
In response to enforcemant of the Parsonal
Information Protection Act in April 2005, we
enhanced our previous efforts 1o protect personal

informaticn under our codes of conduct by reviewing

Employee . -
Compliance Problem

our intermal system and regulations and anngunging
our personal information protection policy (privacy
policy). For domestic Subaru dealerships, because
they directly handle a large amount of cur
customers' personal infemation, we managed to
thoroughly overhaul cur imternal system for each
dealer and prepared and made use of the Personal
Intormation Protection Handbook for Suban Dealer
Staff to heip each staff member properly understand
personal information protection.
Activities toward Group Compliance
In order to ensure compliance with laws and
regulations, not only FHI but also all cur group
companies must join forces and work in harmony.
For this reason, we dispaich compliance training
instructors to each of the companies in cur group as
well as domestic Subaru dealers and also provide
handbocks and textbooks in an effort to promate
group-wide compliance with laws and requlations.
As slated above, we prepared to expand the range

of employees eligible to use the Compliance Hotling
System in fiscal 2005 to include empleyees of our
domestic group companies and some employees of
domestic Subaru dealers and to upgrade the sysiem
so that the Compliance Hotling Desk could handle
compliance issues reported by any employee
working at any relevant company {operation ¢f the
new system started in April 2006). The new system
will provide a Datter self-regulating function than ever
betore throughout the entire group of companies

and dealers, further enhancing group compliance.

Compliance Training al Fuji Machinery Co., Lid. in January 2006

—_——————
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Relationship with Employees

FHI is seeking to reinvigorate our corporate culture, focusing on development of a free, openhearted, and proactively
creative group that can cope with the latest significant changes to the business environment. Aiming at establishing a highty
original, vigorous organization, we approach the development of systems from a wide range of perspectives, including the
wages system, career planning programs, training programs, and benetit programs, so that employees can take on a higher

level of challenges.

Employment

Downsizing the Company Structure

FHI has prepared a five year mid-term management plan,
FDR-1. to be apoled towards the end of fiscal 2007, and is
making efforts in respect of total cost reduction, reinforcement
of product planning functions, restructuring of the sales
process and network, bicreasing asset tumover, and
organizational reforms. In order 1o produce meaningful results
wiiih the plan and 10 focus onimprovements in cur profit-
eaming capactty, organizational ravtalization by means of an
aftered labor struciure, and the reinvigoration of our corporate
cufture through the improvement of the employee mindset, we
oftered employees voluntary retirement in December 2005,
and reduced the number of employses by about 700. The

years, labor and management have maintained good
refations, and ne disputes hetween labor and management
have arisen durng the past four years. The number of FHI
Workers' Union members*' was 12,676 as of July 2005,

Development of Human Resources
FHI's personnel systern aims that each

employee is fully aware of his/her mission, capable
of making his/her career plan for self-reglization
independently. The basis of the development of
human resources is the Cn-the Job Training (QJT)
in daity aperation, We are making effort to create a
systemn to davelop indwvidual ahility more efficiently
and effectively by combining company’s support to

employes’s voluntary self-enlightenment and OJT,
New employee performance evaluation system and
intemal open recruitment system also support our
total devetopment of human resources.

Benefits Package

Starting in October 2003, FHI introduced a
new cafeteria-style program for the benefits
package calied My Vision. Qur employees enjoy
a wide range of options with this program,
which is designed to help them with parenting,
nursing care, seli-development and leisure
ISSUES. (For an outna of the My ViSion prog-am. D'ease seler

G pags B0 m e 2035 Emv -omental & Socal Repor )

number of FHI's employees*' was 13,111 as of March 2008,

. . fian i tivat iti
Employment of People with Disabilities DOProviding Motivated Employees with Oppartunities to Grow

. L FHEL L spetaararescoes S De.captoal
FHI has been working on efiminating discrimnation Gue 2pTie-t Suppor! empoyess self-development trough OJT, OFF-JF, and sa!-developmant sysiem
. . " N e Acton policy for empleyaes in the FDR-1
against pecple with disabilities, or “Normalizaticn**”. The INNQVATIVE o oeeul FA 3 s an Byl n e A7rnacha comagop et
. . . : INDIVIDUAL ; wsert I8 hi
activities of the Universal Design Project Team, COURAGEDQUS The spiri of chaflenge fisetl s highty regarded.

Ope Reen tnent Systemn

organized at the Gunma Manutactuning Division in 1983,
Ths syshe was Intoduced i order b misa rire O outSTahdng Talets and © develop he na! hat strks oul

were reported and favorably evaluated at the Third
Intemational Conference on Universal Design, held n
Rio de Jareira, Brazil in December 2004, Currently,
employment effons have been developed into efforts to
create an attractive corporation where all motivated and
competent people are given opportunities 16 contribute.
The proportion of employees with disabilities*!
throughout FHI was 1.8% as of March 2006.
Labor-Management Relations

FHiand the FHI Workers” Union have established a
labot-management councl for the promoiion of smeoth

S

Viootsef e titse
| want to work internationally
| want to enhance my strangths. :
| want to advance my caresr.
Eic. S fanaans ns,tm
Tagistn eind ¢ bt exeronoes yo3 cotd e b e vy he anrsa f B e b el gl Ja g ey

Fotst e, Am
To seeh 10 dbveiay you* Lt and It lex y0, ara e 9l peron for 2w b brocghesp

e g

{10pen Recruitment System

hiwaniiolmakeihe bestuse oy iaentsygiwant ioadvance;my ca eeryd @:}‘E)msm:iemm:
Liiilibelsplioficonlieace]
[Establisheallsagnarkeidodcaroa sl
PRDIRD & oMY

Appily for the new positions

of their awn free witt

COffer new positions to employees
within the company

SIE I T

business operations and mutual communication. In racent

Handing Down Manufacturing Technologies and Skills
The Gunma Manufacturing Division has been partcipating in the Skils

TAEMRET ™ G i g5

Compeliion since 1998, with the purpose of nurturing manufacturing specialists,

" Mr. Kakiki, wianer of Ihe gold
medal (for the database evenr)

raising basic skill levels within the entire diision. and nuriwring competent
personnel. 13 emplovees parucipaied ai the 43rd Nationa! Skil's Compettan
Chamgionship, Kirara Yamaguchi 2005, held in Yamaguchi Prefecture in October

[Companyy
2005. in five events including lathe tuming, die drawtng and automode fabrication,
and successiislly achieved record-high scores, In addien, the Gunma

- Nig
, ‘
! .
Abilympics, held at the same time. The dwision will paricipate in the 2007 Universal I “ * n Ll

Manutaciunng Division won a gold madal in the database event al the 28th
r Prize wininers {{rom the lell): Mr_ ke [aulormoble fabcation), Wr. Anza {fatfe tuming,
World Ski's Competiion which is scheduled for 2007 1n Shazuoka Prefeciure. Ms. Hagnwara (drafting). Mr. twasaki (auto-body painling) and Ms. Ider {drafting)

Mr. Anzai lurning a latha

* 1 : Please refer to the “Supplemantary Volume for Data Related (o the 2006 Environmental & Socrat Report”, for the number of FHI employees and new recruits, the composbon ratio of
mala and female employaos, the proporton of employees wilh disabilities, and tha number of FH) Workars® Union members, (hitp:f#fwww.fhi.co.jp)

#2: Normalization: One of the concepts for a welfare society or preparations 10 realize Ihe concepts; i.e. socially vulnerable groups, including disabled people and senior cilizens, sheuld
be given the same living opponunities as those enjoyed by other people.




Health and carety

FHI strives to create safe, comfortable workplaces fer employees and supports each employee in staying heaithy
mentally and physically. In addition, we continue to make efforts to prevent traffic accidents as one of our responsibilities as
an automobile manufacturer, not only for the sake of cur employees but also for the people in local communities.

Basic Philosophy, Basic Policy and system for implementation

[JBasic Philosophy of Health and Safety (cases)CINumber of Occupational Accidents and Occupational Accident rate |Frecuenty ratel
100 15
o i Number of cecupationsl accidents
Health and Safety take priority in any business ] 7 s Froguoncy ate (Averape ol Manufacturers)
75 R I -1 3~ Fraquancy rata FHI Automative Business Unty
. 64 098 099 _A10%
OBasic Pollcy of Health and Safet o == " A 2 & '
Y ¥ 102 097 068
50 ——— 48 a8
Aiming Jor no disasters regarding occupational accidents, e77 “. 059 T ass
raffic accidents, diseases, and fire disasters; all \ /‘34 205
employees recoegnize the importance of health and 25 ~ 037
salety; improve the equipment, environment, and working
mathods; and impreve management and awareness in
order to create sale and comiortable workplaces. 0 2000 2001 2002 2003 2004 T

Occupational Safety

FH! has been conducting &ctities to help raise each
emgloyee's safety awareness, improve managsment of the
workplace, and elmnate risks.

To raise awarengss, KYT* and the Hiyan Hatto*” Activity
were impleenied. To improve management of the workplace.,
a seff-management actvity calied TSZ** was infroducad at an
eary staoe in each workpiace. In addion, in 2000, FHI
introchuced a unigus small-group risk assessment system o
improve each employee’s Safety and to efminate isks.

FHI also makes effors to further improve occupationsl
heatth and safaty levels and prevent on-the-joD injunes.
Towards these ends, we infroduced a new sk assessment
system to the offices where the Occupational Heakh and
Safety Managerment System** had already been implemented,
and are constantly werking on improving the Managament
System by ntemal auding.

With regard to astesios-relatad disease, former ermployess
of the Ao’ng Stock Depariment {the business was dacontiwed
in fiscal 2002) quakfied for worker's compensation, We will
continue to comamunicate with the govemment and industry
groups, and make the utmest efforts on this issus. FHI does not
presently use asbestos for any of its products.

Health Care

To revitalize our business actinties, it is imporiant that
employees are aways n goed physical and mental condition
and can use their skils and abilties to the ful. To help reduce
the amount of employes sick ieave, we have been woring on
the earty detection and treatment of dissase by adding extra
iems to the list of legally mandatory diagnostic tems. In
addion, we 1ake measures to care for employees’ mental
health acoordng 1o the four iems advised by the government.
One example is the Mantal Health Counsaling Consttaton
Senaces we estabtished al &f our business sies, where

emplovees can consut cinical psychatherapists in person,
Traffic Safety

FHI males varous efforts af sach busness ste to prevent iralfc
acdents that coud oceur 11 course of DJsiness &t 85,
comwtng, and prvate t e, Tae Tokyo Offce neld the Sale
Hotoroyce Drvng Ciasses N cooperaton var ine htaka Poice
Degartment and the Metrooo: tan Pe'ce Department’s motorcycle

DOXCen team, o provide our smployees win Dase 'ectres and
drang lessons, I acd ton, tne offce held a class where Joca!
senvors cou'd expenonce ABS (At ook brakeng systern) iour-whee b

Safe Motorcycle Driving Class (Tokye Olikce)

JUNIFRIRUSS S

vehces, i : o
The Utsrornys Mandacturng Dvson s best moement g - = -
e Educat:on win Rea+e Experence of Dangerous Acodents . ‘ [IEN '!:%
sinoe £sca 2000 usag a dvng course n Karuma Gy, and 1,521 .
DRODE Nave tawen oa 4 e cowse t date. - T - .. :

' . . —
Creation of a Comforiable Working Environment  e5canon win Foariie Experionce of Dangerous Aceidarts

o o ik e go.armm QJ e (Utsunomiya Manutacturing Division )
for a comiortatie workplace, FHI has besn
sysamacaly workng 10 e vty fem

antressed by the quidetinas, intlucing working
SIVIONTEN., Wk mehocs, ang eratrmend
equpmert. Also, in orasr 1o Credie a mors comionable

workpiace for employees, we have been wodng on
ENGROVIY) Kngss, restrooms, and diring hats ang
An exampla ol improvemants in its plant  Altar, They inlroduced a cyclical transfer
ng Lreersa-acee I gty operations al Oizumi Plant carmiages Lo transfer heavy items,
amp"ng RS- eSS GBSU‘S 0100 “ackis Befors: Employees used to koad and eliminaling the manual loading and
unload heavy fems manually untoading

Mr. Takayasu Keto, General Manager of the Salety and Heatih
Promotion Division, Toyola Molor Corporation, gave a leciure on
Toyola's elios regarding heaith and safety, ai the 30th Company-wide
Health and Safety Congress. He lectured that visualization of human

maovement, facilities and management contribute nol only to preventing
on-the-job injuries bul alse to improving product qualty and producivty.

Mr. Kato, the then General Manager of Toyola Motor Corp., gaing a lecturg

*1: KYT: Training for predicting dangers; K: Kiken (Danger}: Y. Yochi (Prodiction); T: Fraining

*2: Hiyan Hatlo: Achivity to cokegt cases of near-miss incidents.

%3 : TSZ: Total Seclion Zero (relaled depariments and sactions make combined efforts 1o attain zero disasters).

%4 : A sysiem lo promole the organized. stable management ol health and sa'ely. aiming al reatng d workplace with zere disasters and zer danger lhvaugh a ciear Set of processes: *planning, implementation. evaluabon and nprovement”
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SOCIal

Involivement

FH! has established a Somal Contribution Policy under its CSR policy and is actively promating social contribution activities.

Social Centnibution Pelicy
(Established i idarch 2005)

We viill contribute to the development of the communities we operate in.
We vril support each other in contributing to saciety as good citizens.

Contributions and Development
and Promotion of the Vehicle Culture

FHI participates in several automobile
champicnships &l home and abroad, such as the
World Rally Championshin (WRC} held mainty in
Europe, whare automotive culture was bom, to
contribute to the development and promotion of
automotive cullure, The technologies we have
cultivated through such mator sport competitions
are utiized in the cars we sell on the cpen market.

Backup for Employee
Volunteer Activities

The motivation and dally actwities of each employee
are 1he foundiation on which we implement social
contribution actiities. At 2l of our business sies, we
collect used postage stamps, prepaid cards, belimark
tokens and pulf-tabs, and allow organizations to colect
blood donations from our employses at gach DUSINEss
site. In addition, we support employees who make efforts
in volunteer activities by offering awards using the
Employee Commerdation System.

Furthermore, in cooperation with the Fedaration of Fui
Heavy Industry Labor Unicns. we continue to hold severdl
avents every year, such as a charity show where a drama
is enacted in front of people at welfare facilities. and a
doration of Subaru TransCare 10 walfare faciiies made
possible through the fund-raising of union members.

Coexistence with Local Communities

To coexist in harmony with local communities,
employees at each business site actively participate
in local evertis. and hold special events every year.
Fuii Heavy Industries Ltd. Heatth Insurance Sodiety
Ota General Hospital, which is operated by the Fuji
Heavy Indusirnies Health Insurance Society, plays an
important rele in maintaining and imgroving the
health of people in focal communities, and
practices community-oriented medicing,

Support to Disaster-Stricken Areas

Maijor natural disasters occurred in 2005
as they did in the previous year, To support
the victims of Humicane Katrina, which struck
the southem U.S. in August 2005, FHI
donated monay through the Japanese Red
Cross Society. and SOA and SIA made
donations as well. We alsc donated products
such as power generators to argas hit by the
Northern Pakistan Earthquake.

Support for NGOs,
Environment-related Funds
In fiscal 2005, we supported or sponsored
a total of six events in our efforts to support
environmental and social activities such as the
promation of science and technclogy.

[OMajor Events FHI Participated in, Sponsored and Hosted in Fiscal 2005

SREGRBHED || Events] CleanupYActvities
Gunma Subary Appraciaicn Fes: val wes ~eld al he Ys; ma Plart | Cleanup of Kanayama, Qta City
Manufacturing Freﬂdsrua'\d Apprec - Fesival o ocs ncempioyees’ | (Organized by the Subaru Community
Divisi far o5 wus ot e S2um: St Exchange Association, May, about
viston Supported the Ota City Firework Show 1,000 parlicipants)
Suported the 3.bar. Cup Basebai Teumament for Cr'e%2% | Sioan up around the plants
Supported the Joshu Ola Subaru Marathon
Parpaed n e Cra Festval and e Gizums Fesinal
Saitama Summer Evening Feslival Clean up around the planis
: i : - Kitamolo-city Voluntary Cleanup Program
Manutaczlunng Farlicipated in lhe Kitamoto Festival (Pikapia Kitamolo Omakase Pragram)
Dwision {Total 8 times. 1,130 participants In total)
Uisunomiya  [Frendship Fesival for locals and eplovees’ tamiies | Clean up campaign around the plants
Manufacturing [T 8or Ba~ce Fesiva by kcas a~d empoyess fam es | (Held in May, 359 participants in total}
Division Supported local summer leslivals
Tokya Office / . .
Y Summer evening feslival was held -
Headquarier Area

We it contribute 1o the development of science and technology and automobie culture and {o the diffusion of road safely.
We will contribute to the fostering of human resources who understand the pleasure, importance and preciousness of creative manufachuring.

e TR

‘3&5{-5—1!

Suparu Worid Rally Team gnl the 3rd prize in Ihe 12th WRC
Rally Japan of World Rally Champicnship

{

wiiomm e m -
FHIintrangt has a homepage 10 provide vol ing
activiias to amployeas

o
N e S

Subaru Cup rubbar-ball Basatall Toeurnamenl ior Chikdran




INIrd Farty verimcatuon o1 tne ZUUo environmental and oocCial Report

Purpose of a Third Party Verification
of the Environmental & Social Report

FHI nad 45 Ewscrmental & S Raoort verdad by a tard party, TOV Rrenvand Japan, Ltd, an
accredited 15014001 regstvar, for the first time belore the put'cat on of the 2006 voume.

Theva'diy*" of our repot was assessed egard g e colecton, cadat on and reportag of
mgortant information and enwronmental data 1o prepare &1 accurate, easy-to-undarstand renort
vere e transnarency of fomat on 1s assured. ne completeness™ of mpodant “iormatoncied 1
trus repont based on the assessment quide nes, as we. a¢ te accuracy* n descrong nformat on.

%1 Validhty of the Reporl: A cnienon to assass whelher informaton damagng to the management
and the company has been omimed infenticnally, and whether the impartiality of the report (the
dagree or exlent of the effect of such falsa slatements or omitted inlormation an he injerestad
parties making jutigment on the status quo of the company) has been compromised through
bias in the selecticn of ihe information pui in 1he Report.

*2: Completeness of the Report: A catenon 1o assess whether informabon has been disclosed

properly according 1o 1he guidelines cited in tha Report.

. Accuracy of Iha Report: A criterion to assess whelther Lhe reported data has been maasures

and cakculated accuralely,

*

(2

Result of the Verification (comments trom TV Rheinland Japan)

Tne verfcaton process nad been peonned as clanned, and it was confemed that the cormactve
acton regJested durng the verficaton has been properly mplementad. As a resut, the verfeaton
tean cong Jdes that e pocesses of data coection, data processng and report 79 nave been
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Looking at the Assessment and Comments

About the details of

- Oy KO

x4 w3 &k ZI e & XrE 3T
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the Varilicarion Staloment, please roler 1o the website of TOF

Rheinland Japan <Japanese Oniy> (hiip://mww.tuv.comid=910501949581an)=en)

FH!'s urique stance and sfions towards environmental consarvation, as well as ts meticuious
activities o prevent pollutions. were evaluated highly through the assessment. On the other
hand, we also received several Comments sugoesting that our repor could be improved further,
For example, the application ranges of the data attachad to some aricles were unclear,
achievernents of FHi in respect to environment refated laws, regulations and vountary standards
were nct reported, and the source of the GOz conversion factor we Lised was not provided.
Furthemmere, FHI's expianation of the efforts for waste matenal is vague. and it would have besn
Bietter to clarify how CSR is related to FHI's corporate phosophy, poficies, code of conduct, and
actions, We take 2l this advice senously and we will be mare proactive in communication with
our stakeholders and continua to mprove our actvities and the report even furthar,

Editor's Note

Wea have been issuing our repont every year since the Environmental Report was first issued in 2000. The name ¢! tha
report was changed to the Environmental & Social Report in fiscal 2004, and mformation on FHI'S social activities has
been includad ever since. We have received advice from our readers on the ways 10 utifize this report, as well as some
coimments poeinting out that the volume is 100 thick, or that the data is complicated and unrsaciable.

We take such advice and comments seriously, and have taken such measures as issLng a supplementary volume to
cover dotafled data, in an efior 10 make tha repont more reader-nendly. in addibon, we ired 1o incllde more personal
informgation in the report, and introduced as many people as possible invalved in Lhe distinguishing actwities of FHI and its
affifiates. We also strove to disclese information faishiully, and toward this end had the report assessed by a third party.

We hope this repan is of 5ome help in communicating with our stakeholders, We would appreciate your opinions and
comments on this report and have provided an attached questionnire for your convenience.

August 2006
Editors: Tatsuya Suzuki, Takao Sekigawa, Mitsuru Yarita
CSR and Environmental Affairs Proenotion Otfice, General Administration Depariment,
Fujt Heavy Industries Ltd.
Contacl: Tel. 03-3347-2036 Fax. 03-3347-2530
Issuance: CSR and Environrmental Affairs Promotion Office. General Administration

Depariment, Fuji Heavy Industries Lid.
Assistance and Printing: Kyueisha, Co., |.1d. / Central Prophics Co. Lid.

On-site assessment at the Gunma
ollice in charge of 1he assessmenl.
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Front Cover of this Report
Tha peturs o the cover ©f the 2006 Eraronmard & Sooal Ropor
shows the Plelados =*ar clusler, “Subary” e Jopanose, basad on
which oL sir 5.0 nwtsuraboshl comaorate Symbal (5 desanod
W Wi FEmMEN COraeous o the omeronment witlo proviang
PIOAUCTS BNC SO S tha: CONTNLLD 10 SOCETY. D5 W racognire
th NGOG 10 COMENLG Protecing tha imeplancsbia clobal
envrormaor; for hture oenesations
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Qutline of Exhibits for the Paris Motor Show 2006

FHI introduces the Subaru B9 Tribeca and face-lifted Legacy/Outback on the European market

Tokyo, Scptember 1, 2006 — Fuji Heavy Industries Lid. (FHI), a global manufacturer of transportation
and acrospace-related products and the maker of Subaru automobiles, will participate in the Paris Motor
Show 2006 with its Subaru B9 Tribeca and face-lifted Legacy/Outback, which are scheduled to hit the
Europcan market in the upcoming fall. The show will have press days on September 28 and 29, 2006
and be open to the general public from September 30 through October 15, 2006, FHI plans to hold a
press briefing in the Subaru booth at 5:45 p.m. on Thursday, September 28.

Subaru B9 Tribeca (European model) Subaru Outback (European model)

1. Subaru B9 Tribeca
A crossover car based on the “progressive SUV™ concept. FHI's gwn Symmetrical AWD (All-Whec]
Drive) system mated with a 3.0-liter Horizontally-Oppaosed enging is adopted to make possible

nimblc and stable driving as well as more than enough drivability as a sport-utility vehicle.

2. Subaru Legacy/QOuiback
The new SI-DRIVE (Subaru Intelligent Drive) system, which allows the driver to enjoy three
different types of driving performance, is applied to models fitted with a 3.0-liter ¢nginc. Subaru
engincers have enhanced its environmental-friendliness including actual on-road fuel economy
while improving its driving performance and quality. There are additional improvements
encompassing the whole vehicle, such as changes in its exterior and interior design, reinforced body,

and improved chassis performance.

3. Other vehicles exhibited (Models marked with * will not be displayed during the press days.)
Exhibit model: Subaru Impreza WRC 2006 prototype
Exhibit model: Subaru Impreza French police car
B9 Tribeca: Limited 5+2 passengers, Limited 5 passengers
Legacy: 3.0R Spec. B, Wagon 2.0R
Outback: 3.0R
Forester: 2.0X*, 2.5XT*
Impreza: Sedan WRX STI*, Wagon 2.0R*
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Tel: (03) 3347-2005

Date of the Board of Directors Meeting Held for the Appraving the Financial Results: October 31, 2006
Adoption of US Generally Accepted Accounting Principles: No

1. Performance in 1st Half of Fiscal 2007 (from April 1, 2006 to September 30, 2006)

Note that all amounts have been rounded off to the nearest million yen, unless otherwise
specified.

{1) Consolidated Results of Operations

{Unit: Millions of yen, except for per share figures)
Net sales Operating income Qrdinary income
(1" Half of FY 2007| ¥ 698,676 (4.7 %)| ¥18,126 (4.1 %) ¥ 13,883 (2.6 %)
1 Half of FY 2006| ¥ 667,102 {-3.4 %) ¥17.410 {12.3 %) ¥13526 (-10.2 %)

Fiscal 2006 ¥ 1,476,368 ¥ 58,339 ¥ 46,768
{Unit: Millions of yen, except for per share figures)
Net income per share, Net income per share,
Net income basic (Yen} diluted (Yen)
15" Half of FY 2007 ¥11,604 (45.8 %) ¥16.19 ¥16.18
1* Half of FY 2006 ¥ 7,958 (-3.8 %) ¥ 10.21 ¥10.21
Fiscal 2006 ¥ 15,611 ¥ 20.66 ¥ 20.66
Notes: 1. Equity income from investments in  : 1% Half of FY 2007 : ¥ 728 million
affiliated companies 1% Half of FY 2006 : ¥ 1,009 million
Fiscal 2006 © ¥ 1,446 million
2. Average number of shares - 1™ Half of FY 2007  : 716,709,317 shares
outstanding during the periods 1" Half of FY 2006 : 779,194,074 shares
Fiscal 2006 . 750,332,110 shares
3. Accounting change . See "Changes in Accounting Policies” section

4. Percentage figures in the net sales, operating income, ordinary income and net income
columns represent changes from prior semi-annual period.




(2) Financial Position

{Unit: Millions of yen, except for per share figures)

Net assets to total | Net assets per share
Total assets | Net assets assets (Yen)
1% Half of FY 2007 | ¥ 1,339,453 ¥ 472,261 351 % ¥ 655.67
1* Half of FY 2006 | ¥ 1,381,228 ¥ 485,017 34.9 % ¥ 62248
Fiscal 2006 ¥ 1,348,400 ¥ 465 522 34.5 % ¥ 649.41
Notes: 1.Number of shares outstanding at : 1% Half of FY 2007 : 716,767,856 Shares

end of the periods

{3) Cash Flows

1% Half of FY 2006

Fiscal 2006

1 779,171,227 Shares

1 716,672 587 Shares
2. The amounts under Net assets as of 1% Half of FY 2006 and Fiscal 2006 represent
the amounts of total shareholders’ equity.

{(Unit: Millions of yen)

Cash flows from
operating activities

Cash flows from
investing activities

Cash flows from
financing activities

Cash and cash
equivalents at
end of the period

(1% Half of FY 2007 ¥ 71 ¥ (26,289) ¥ (8,693) ¥ 76,309
1% Half of FY 2006 ¥67,335 ¥ (51,635) ¥ (19,808) ¥ 129 975
Fiscal 2006 ¥ 137,485 ¥ (75,775) ¥ (88,885) ¥ 112,366

(4) Scope of Consolidation and Application of the Equity Method

Consolidated subsidiaries: 63
Non-consolidated subsidiaries accounted
for by the equity method: 17

Affiliated companies accounted for by the

equity method:

Consolidated subsidiaries:

1

(5) Changes in Scope of Consolidation and Application of the Equity Method

Companies accounted for by the equity

method:
Newly included: 7
Newly excluded: -

Newly included: -
Newly excluded: 5

2. Projections for Fiscal 2007 {from April 1, 2006 to March 31, 2007)

{Unit: Millions of yen)
Ordinary income Net income
¥ 42 000 ¥ 30,000

Net sales
¥ 1,500,000

Full year

Reference: Projected net income per share (full year): ¥ 41.85

The above projections are made based on available information and assumptions as of Oct. 31,
2006, and are subject to the uncertainties of future operations. Therefore, actual results could
differ materially from those anticipated. The assumptions used for the above projections are stated
on page 8.




1. Condition of the FHi Group

As of September 30, 2006, the FH! Group consisted of Fuji Heavy Industries Ltd., 113 subsidiaries, and 9
affiliated companies primarily engaged in four operations related to the Subaru automotive, industrial
products, aerospace and other businesses, producing a wide range of products.

The flow chart below illustrates the relationship that each subsidiary and affiliate maintains with the
parent company.

fuji Heavy Industries Lid. (Manufacturing & Sales)
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2. Management Policies

1. Basic Management Policies
The corporate philosophy of Fuji Heavy Industries Ltd. (FHI) consists of the following three principles:
1. FH! will strive to create advanced technologies on an ongeing basis and provide customers with
distinctive products that ensure the highest levels of quality and customer satisfaction.
2. FHI will aim to continuously promote harmony among people, society, and the environment while
confributing to the prosperity of society.
3. FHiwill look to the future with a global perspective and aim to be a vibrant and progressive company.

Based on its corporate philosophy, FHI intensify its efforts to achieve the vision of “being an appealing
company with a strong market presence,” and “building a highly profitable business structure with
automobile business as its core.” The Company's most important management objective is to provide
unique and high quality products in our automobile, aerospace, industrial products, eco technologies, and
other divisions that only the Subaru brand and FHI are capable of providing. Through these comorate
activities, the FHI Group is concentrating on developing and moving forward together with society and
being an enterprise that accomplishes a high level of satisfaction and trust of all stakeholders, including
shareholders and customers.

2. Basic Policy Regarding the Distribution of Profits

FHI views shareholders' retumn as a crucial managerial task and follows a basic palicy of maintaining
stable long-term dividends while taking comprehensive consideration of such factors as its eamings and
its dividend payout ratio. FH| intends to use retained eamings to improve balance sheet as well as allocate
these funds to the investment of its R&D, production, and strengthening its sales network for the
attainment of further future growth and development.

3. Medium- to Long-Term Management Strategies

FHI established the FDR-1, five-year mid-term business plan for fiscal years beginning from FYE 2003
until this year. We revised the FDR-1 to a new two-year plan entitled the Revised FDR-1 in 2005 in light of
our performance and changes in the business environment. With emphasis on “changes for increased
profitability,” we are making our best efforts to realize (1) urgent total cost reduction, (2) restructure product
planning, (3) restructure sales process and netwark, (4} increase asset turnover, and (5) leaner corporate
structure. As this year marks the final year of the Revised FDR-1, we will strive to achieve our goals and
have set out to develop a new mid-term business plan in order to deal with significant changes in the
business environment resulting from the dissolution of our partnership with General Motors Corporation in
October 2005 and entering into a new partnership with Toyota. Comporation

With these changes in mind we will develop action plans that focus on the following three areas in order
to make it possible for us to create uniquely Subaru products based on our customer-oriented policies.

(1) Review product lines to better meet market needs
We will strive to build a wider customer base for both our services and products including Subaru's
unigue honzontally-opposed engines and AWD (All Wheel Drive) vehicles.

{(2) Reduce costs and enhance group management capability
We have been steadily moving forward with our cost reduction initiative, which is one of the key issues
of the Revised FDR-1, through Total Cost Structure Revolution (TSR) activities that we have been
working on since last fiscal year. We will continue to promote not only TSR in the mass production of

4-




undergoing new models and major facelifts.

We can look forward to a continued upward trend in the Aerospace Division enjoying increase of
revenue and retum of investment. Therefore, we expect further improvement of financial conditions
We will also look into the roles of our group companies and review each company’s organizational
structure, personnel policies and cost structure in an effort to strengthen the management basis of the
entire FHI group.

(3) Identify and move forward with our complimentary alliance with Toyota
We are working to implement a plan to start the production of the Toyota's Camry at SIA (Subaru of
Indiana Automotive Inc., our wholly-owned US manufacturing subsidiary), by the end of this fiscal year
as scheduled maintaining quality and cost. We are also pursuing the idea of partnering with Toyota in
the areas of merchandising and development in order to maximize our alliance.

As we concentrate on these critical matters, we will focus on corporate governance and actively
engage in environmental, compliance and other CSR activities. This will make the greatest contribution to
fostering the growth and development of the entire group and attain everyone's expectations for being a
company that is trusted by all its stakeholders including the shareholders as well as the customers,




3. Operating Results and Financial Condition

1. Overview of Interim Period under Review

Despite the decline in the number of vehicles sold in Japan, record high consolidated sales of ¥698.7
billion were posted, representing an increase of ¥31.6 billion, or 4.7%, on a year-on-year basis thanks to
the jump up sales in overseas market compared to the previous fiscal year along with revenue of non
Automotive division, such as the Aerospace, which significantly outstripped the sales for the previous year.

Despite income hampering factors, such as the deterioration in the sales mix, operating income rose
¥0.7 billion, or 4.1%, to ¥18.1 billion due to foreign exchange gains on the weak yen and cost reductions
of materials. Ordinary income also rose ¥0.4 billion, or 2.6%, to ¥13.9 bilion. Although gain on sale of
investment securities decreased, net income increased ¥3.6 billion, or 45.8%, to ¥11.6 billion due to an
increase in gain on sale of property, plant and equipment as well as the absence of loss on termination of
a joint development project which were recorded during the same period of last fiscal year.

Results by Business Segment

Automobite Division

Although our flagship model Legacy underwent a major facelift in late May, its sales sank below last
year's level partly because it was launched in the middle of this term. Sales of the Impreza and the
Forester also declined. As a result, the number of domestic passenger cars (excluding minicars) sold was
40thousand, an 18.2% decline from the previous year.

Minicar sales, on the other hand, increased by 10.4%, to 72thousand units due to a net
increase in sales of the Stella, a new passenger minicar launched in June, making up for the
sales loss on existing models.

As a result, sales in Japan were down 1.7% from the previous year at 112thousand units.

In the North American market, despite the decline in Forester and Legacy sales, overall
sales volume increased by 1.1% over the previous year's level to 89thousand units due to a
soaring sales of the Impreza.

Sales in Europe rose by 5.4%, to 32thousand amid continued solid performance of the
Forester and the Impreza.

Sales in Australia also continued to be robust, with sales of the Legacy, Impreza and the
Forester exceeding last year's level and driving sales volume up 8.5% to reach record-high 20
thousand units,

As a result, total overseas sales rose by 4.2%, to 157thousand units.

The combined sales volume for Japan and overseas markets amounted to 269thousand
units, up 1.7%, year on year, then, overall sales in the automotive business increased by ¥23.3
billion, or 3.9%, to ¥623.9 billion.

Operating income decreased by ¥1.1 billion, or 8.0%, to total ¥12.7 billion due to the
increase of SG&A expenses and deterioration of sales volume and mix, in spite of foreign
exchange gains resulting from the weak yen, and cost reduction efforts.

Industrial Products Division
Domestic sales were up over the previous years level due to an increase in sales of engines for

pumps. Overseas sales also rose from the previous year's level owing to steady sales of the principal
Robin EX engine series, which comprises four air-cooled models of 4-cycle, OHC gasoline engines, for
use in power generators in the U.S. and for agricultural machinery in Europe.

This all led to an overall sales increase of ¥1.5 billion, or 5.9%, totaling ¥27.2 billion. Operating income
also increased by ¥0.4 billion, or 46.8%, to ¥1.2 billion.
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Despite a drop in the units of UH-1J utility helicopters to be delivered, sales to the Japan Defense
Agency outpaced sales for the previous fiscal year with the delivery of prototypes of the next-generation
Maritime Patrol Aircraft and Cargo Transport Aircraft (PX/CX). In the commercial sector, the number of
existing products delivered to Boeing such as the center-wing of the Boeing 777 also increased
significantly as airline industry demand picks up worldwide. Sales were up over the previous year due to
the increase in sales of the newly launched development project for the Boeing 787 and the start of
delivery of main wings for the Eclipse 500 small business jet to Eclipse Aviation in the U.S.

As a result, total sales increased by ¥6.5 billion, or 18.1%, to ¥42.5 bilion. Operating income also
increased by ¥1.0 billion, or 61.7%, to ¥2.7 billion.

Other Businesses

Eco Technologies Division sales rose from the previous year as a result of the launch of 2-ton and 3-
ton sanitation trucks in the new refuse compacting Fuji Mighty 71 Series in addition to the 4-ton trucks
introduced last year, completing the full line up of Fuji Mighty sanitation trucks. However, the closing of
domestic subsidiary Yusoki Kogyo K.K. put a major dent in overall sales that fefl by ¥0.3 billion, or 3.3%, to
¥7.8 billion, while operating income edged up ¥0.6 billion, or 92.9%, to ¥1.2 bilion due to increased
revenues at the Eco Technologies Division and the others.

Results by Geographic Reqion
(Japan)

Although sales of units for the domestic market fell in the automotive business, increased exports and
a significant increase in sales of non-automotive business such as the Aerospace Division brought sales
up ¥4.7 billion, or 0.8%, to ¥561.3 billion. However, operating income decreased by ¥6.2 billion, or 23.2%,
to ¥20.6 billion due to negative factors such as deterioration in the sales mix despite the foreign exchange
gains from a weak yen in addition to our efforts to reduce costs and expenses.

(North America)

Despite a decrease in the sales volume of the Forester and the Legacy, sales rose by ¥23.9 billion, or
10.3%, to ¥255.5 billion thanks to a significant increase in the sales volume of the Impreza compared with
the previous year. Operating loss improved by ¥1.2 billion for a negative ¥5.1 billion (compared with the
loss of ¥6.2 billion for the previous year).

(Other regions)

Sales in Europe rose by ¥1.0 billion, or 12.4%, to ¥9.4 billion, with the start of sales of Subaru vehicles
other than minicars in addition to the G3X Justy (OEM vehicle), which had already been on the market, as
well as an increase in sales of parts and accessories accompanying the growth in units shipped from
Japan. Operating income also rose ¥0.1 billion, or 81.5%, to ¥0.3 billion.

Dividend Policy
An interim term dividend of ¥4.5 per share will be paid. This is the same amount per share as the

interim term dividend for the previous fiscal year.

Cash Flows

Cash and cash equivalents (hereinafter cash) at the end of the interim period under review amounted
to ¥76.3 billion, a year on year decrease of ¥36.1 billion,

The factors accounting for cash flows during the interim period under review were as follows:
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Cash flows from operating activities decreased to ¥0.1 billion, down ¥67.3 bilion compared to the
same period in the previous fiscal year. Though the principle sources of cash being net income before
taxes and minority interest totaling ¥17.3 billion and depreciation and amortization amounting to ¥40.1
billion were provided, ¥39.7 bilion increase in inventories and ¥24.3 bilion decrease in notes and
accounts payable, trade offset the amount.

Cash flows from investing activities

Cash flows from investment activities increased by ¥25.3 billion to ¥26.3 billion due to the ¥14.6 billion
used for the purchase of property, plant, and equipment (net figure with proceeds from the sales of
property, plant, and equipment) and ¥12.3 billion for the acquisition of leased assets (net figure with
proceeds from sale of leased assets).

Cash flows from financing activities

Cash flow from financing activities increased by ¥11.1 billicn to ¥8.7 billion after decreasing ¥2.9 billion
for the reduction of short-term borrowings and ¥2.5 billion for repayment of long-term debts (net figure with
proceeds from long term debts).

2. Forecast for the Fiscal Year

Although the Japanese economy forecast appears strong due to a recovery in consumer spending and
capital expenditures, the decline in investment of residential real estate, which once drove the American
economy, casts a shadow over our long-term perspective. The outlook for the future remains uncertain as
factors like the global fise in crude oil prices and intensifying automobile sales competition make for an
increasingly harsh business environment,

Against this backdrop, the outlook for this fiscal year is as follows:

Consolidated Forecast

Net sales: ¥1,500.0 billion {up 1.6% year-on-year)
Ordinary income:  ¥42.0 billion {down 10.2% year-on-year)
Net income: ¥30.0 hillion {up 92.2% year-on-year)

Forecast for the Parent Company

Net sales: ¥950.0 biliion (down 2.7% year-on-year)
Ordinary income:  ¥31.0 billion (down 25.1% year-on-year)
Net income: ¥14.0 billion {up 36.3% year-on-year)

Year-end dividends and interim tenm dividends are forecasted at ¥4.50 each, making the yearly
dividend ¥9, which is the same as the yearty dividend for the previous fiscal year.

* Performance projections are based on information currently available to the Company. Risks and
uncertainties such as the global economy, market trends and exchange rate fluctuations are taken into
account to develop a reasonable forecast. Since actual results may differ significantly from these
forecasts, we urge you to refrain from basing your investment and other decisions solely on these
forecasts.

3. Business Risks

ltems regarding business performance, financial standing and consolidated financial statements
shown within this financial report that may have a material effect on the decisions of investors are shown
below.
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(“the Group) at the end of the consolidated fiscal year under review, and the following list does not include
all risks related to the Group.

{1) Economic trends
Economic trends in countries and regions that form the principle markets of the Group could have
an effect on the performance of the Group. Economic recession and reduced demand, in addition
to intensifying price competition not only in Japan but alse in North America, which is a principle
market of the Group, could have an adverse effect on sales and profitability of the goods and
services provide by the Group.

(2) Exchange rate fluctuations

The Group’s operating income increased by ¥0.7 billion, or 4.1%, to ¥18.1 bilion this
consolidated fiscal year, and exchange rate fluctuations had a strong effect on this. Overseas sales
make up 59.0% of all sales, and items denominated in local currencies such as the US dollar are
included in sales, operating income and assets, which are converted to yen when preparing the
consolidated financial statements.

In the event the exchange rates actually used for conversion greatly differ from the exchange
rates assumed when providing an outlook for the year, a strong yen has a negative impact on the
Group’s performance and financial condition, while a weak yen has positive impact.

In order to minimize the risks such as exchange rate the company performs hedge operations
utilizing forward-exchange contracts to suit the situation. However, sharp fluctuations on the final
day of the fiscal year may have an effect on derivative valuation losses and lead to significant
changes in nonoperating income and expenses.

(3) Dependence on certain businesses
The | Group is made up of the automotive business in addition to other businesses such as the
industrial products and aerospace, but as the automotive business stands out with respect to scale,
the performance and financial condition of the entire group may be significantty affected if the
demand, market conditions or competition with other companies in the automotive business
exceed predictable levels.

{4) Market evaluation fluctuations
The most important aspect of stably improving FHi's performance is the development,
manufacture and release of new products at the appropriate timing by planning products based on
market trends and customers’ needs. If the market's evaluation of new products such as new
automobile models falls short of our sales targets, or if existing products become obsolete more
quickly than expected, the Group's perfoomance and financial condition may be significantly
affected.

{5) Procurement of particular materials and components
The Group procures materials and components from multiple suppliers; however, in some
cases we are dependent on certain suppliers. The Group’s performance and financial condition
may be significantly affected if procurement is not possible at a stable cost, tumaround time or
quality due to a fight supply and demand situation.

(6) Protection of intellectual property
The Group will protect its intellectual property regarding technology and know-how in order to
differentiate our products. However, the Group's performance and financial condition may be
significantly affected by reduced sales or legal expenses if a third party produces similar products
by wrongfully using the Group's intellectual property or if protection is limited to a particular region.
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(7) Product defects
The Group places the highest priority on safety in the development, manufacture and sale of
products and services, but defects in goods and services and the possibility of recalls occurming
cannot be completely ruled out. If a large-scale recall is implemented, a large cost is incurred and
this could have a significant effect on the business performance and financial standing of the Group.
We are insured for product liability, but some risks cannot be covered by this insurance.

{8) Liabilities for severance and retirement benefits
The Group's expenses and liabilties for employees’ severance and retirement benefits are
calculated based on assumptions such as an actuarially established discount rate for liabilities for
severance and retirement benefits and expected retums on pension plan assets. However, the
Group's performance and financial condition may be affected in the future if the actual results differ
from the assumptions.

(9) Legal regulations cn the environment, etc.

We are subject to a variety of legal regulations inside and outside Japan regarding limits on
emissions, promotion of energy saving, noise, recycling, levels of emissions of pollutants from
manufacturing plants and safety of automobiles, etc. Future increases in costs resulting from the
strengthening of such legal regulations could have an effect on the performance of the Group.

(10) Impact of disasters, wars, terrorism, strikes, etc.

Natural disasters such as major earthquakes and typhoons, diseases, wars and terrorism could
hinder the business activities of the Group, and lead to delays or stoppages in procurement of
materials and parts, production, sales and distribution of products, and the provision of services. If
such delays or stoppages are prolonged, they could have an effect on the business performance
and financial standing of the Group.

-10-




Consolidated Balance Sheets

{(Unit: Millions of yen)

1% Half Year 1% Half Year
Fiscal 2007 Fiscal 2006 Changes Fiscal 2006
{as of September | (as of March 31, Increase/ {as of September
30, 2006) 20086) (Decrease) 30, 2005)
ASSETS
Current assets 626,235 619,183 7,052 656,393
Cash and time deposits 46,732 65,624 {18,792) 79,681
Ntc:taedseand accounts receivable, 100,041 104,972 (4,931) 103,336
Marketable securities 33,207 37,444 {(4,237) 55,089
Inventories 254 092 216,396 37,696 202,676
Short-term loans 110,892 118,414 (7,522) 117,011
Deferred tax assets 29,971 32,992 (3,021) 35,301
Other 53,324 45 604 7,720 64,627
Allowance for doubtful accounts {2,024) (2,163) 139 {1,228)
Fixed assets 713,218 729,217 (15,999) 734,835
Property, plant and equipment,
net 547,573 555,973 {8,400) 564,793
Buildings and structures 127,218 128,727 {1,509) 128,526
Machinery, equipment and 122,969 184,582 (61,613) 194,795
vehicles
Land 172,675 172,338 337 171,337
Construction in progress 9,655 7,396 2,259 7,532
Leased assets 67,784 - 67,784 -
Qther 47 272 62,930 (15,658) 62,603
Intangible assets 35,758 38,211 {2,453) 42,411
Investments and other assets 129,887 135,033 (5,146) 127,631
investment securities 79,483 80,316 (853) 67,613
Long-term loans 4,739 8,141 (3,402) 7,567
Deferred tax assets 22,911 23612 {(701) 32,271
Other 25,606 25,312 294 21,894
Allowance for devaluation of
. - - - (41)
investments
Allowance for doubtful accounts (2,832) {2,348) (484) (1,673)
Total assets 1,339,453 1,348,400 {8,947) 1,391,228

Note: In 1 Half of Fiscal 2007, the amount of "Leased assets” in Property, plant and equipment, net
has heen presented as a separate line item, whereas in Fiscal 2006, “Leased assets” of
¥56,766million and ¥7,485million are included in Machinery, equipment and vehicles and Gther,

respectively.
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(Unit: Millions of yen)

1% Half Year 1" Half Year
Fiscal 2007 Fiscal 20086 Changes Fiscal 2006
{as of September ! (as of March 31, | Increase/ |(as of September
30, 2006) 2006) (Decrease) 30, 2005)
LIABILITIES AND NET ASSETS
Current liabilities 602,327 628,113 (25,786) 654,196
Notes and accounts payable, trade 186,224 211,412 {25,188) 208,727
Short-term borrowings 191,264 185,507 (4,243) 218,881
Commercial paper 8,000 8,000 - 21,000
Current portion of bonds 10,500 20,500 (10,000) 20,000
Accrued income taxes 4,852 11,472 {6,620) 11,309
Accrued expenses 63,061 61,744 1,317 60,725
Accrued bonus 15,299 15,427 (128) 15,332
Accrued warranty claims 22,909 23,496 (587) 21,239
Other 100,218 80,555 19,663 77,003
Long-term liabilities 264,865 252,501 12,364 248,485
Bonds 90,000 80,000 10,000 80,500
Long-term debts 67,300 70,072 (2,772) 57,691
Deferred tax liabilities on revaluation of land 703 703 - 478
Accrued pension and severance liability 53,899 52,322 1,577 61,336
Accrued directors’ severance and
retirement benefits 886 o1 (85) 834
Consolidation adjustments - 2,995 (2,995) 3,551
Goodwill 1,908 - 1,908 -
Other 50,169 45 438 4,731 44 095
Total liabilities 867,192 880,614 (13,422) 902,681
Minority interest in consolidated
subsidiaries ) 2,264 ) 3,530
Shareholders’ equity
Common stock - 153,795 - 153,795
Capital surplus - 160,071 - 160,071
Retained earnings - 189,996 - 185,851
Revaluation reserve for land - 290 - 421
Net unrealized holding gains on securities - 21,145 - 15,283
Translation adjustments - (18,230) - {28,156)
Less-treasury stock, at cost - {41,545) - {2,248)
Total shareholders' equity - 465,522 - 485,017
Total liabilities and shareholders' equity - 1,348,400 - 1,391,228
Net assets
Shareholders’ equity 471,679 - - -
Common stock 153,795 - - -
Capital surplus 160,071 - - -
Retained earnings 199,300 - - -
Less-treasury stock, at cost (41,487) - - -
Valuation, translation and other
adjustments {1,715) - - -
Revaluation reserve for land 290 - - -
Net unrealized holding gains on securities 19,405 - - -
Translation adjustments {21,410) - - -
Minority interest in consolidated
subsidiaries 2,297 - - -
Total net assets 472,261 - - -
Total liabilities and net assets 1,339,453 - - -
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Consolidated Statements of Income

{Unit: Millions of yen)

1" Half Year 1*"Half Year
Fiscal 2007 Fiscal 2006 Changes
{ended September 30, | (ended September 30, | Increase/ Fiscal 2006
2008) 2005) {Decrease) |{ended March 31, 2006)
Ratio of Ratio of Ratio of
Amount  [Total (%] Amount [otal (%] Amount Amount  [Total (%
Net sales 698,676 |100.0 667,102 |100.0 31,574 1,476,368 [100.0
Cost of sales 524,042 75.0 506,970 76.0 17,072 1,125,293 76.2
Gross profit 174,634 25.0 160,132 240 14,502 351,075 238
Selling, general and .
administrative expenses 156,508 224 142,722 214 13,786 292,736 19.8
Operating income 18,126 2.6 17,410 2.6 716 58,339 4.0
Non-operating income 5,862 0.8 6,181 09 (319} 12,356 0.8
Interest and dividend income 1,815 1,635 180 3,421
Amortization of negative
goodwill 1,087 - 1,087 -
Amortization of consolidation
adjustments - 1,715 (1,715) 3,296
Equity income from affiliated
companies 728 1,009 (281} 1,446
Other 2,232 1,822 410 4,193
Non-operating expenses 10,105 14 10,065 1.5 40 23,927 1.6
Interest expenses 1,915 1,430 485 3,181
Loss on revaluation of
derivatives 246 3,244 (2,998) 2,983
Other 7,944 5,391 2,553 17,763
Ordinary income 13,883 20 13,526 2.0 357 46,768 3.2
Extraordinary gains 7,588 1.1 5,505 0.8 2,083 9,253 0.6
Gain on sale of property,
plant and equipment 6,060 131 5,92¢8 3,872
Gain on sale of investment
securities 6 5,259 (5,253) 5274
Prior period adjustment 1,451 - 1,451 -
Other 71 115 (44) 107
Extraordinary losses 4173 0.6 8,398 1.2 {4,225) 27,347 1.9
Loss on sale and disposal of
property, plant and 2,924 928 1,996 4273
equipment
Loss on sale of investment
securities . 36 (36) 2,253
Loss on devaluation of
investment securities 284 10 274 )
Impairment ioss on property,
plant and equipment 108 1,811 (1,703) 4,064
Loss on liquidation of
affiliated companies 857 ) 857 }
Additional retirement ) } i 7.991
payments
Loss on termination of joint
development projects . 5613 (5.613) 7.094
Other - - - 1,672
Income before income taxes
and minority interest 17,298 2.5 10,633 1.6 6,665 28,674 1.9
Income taxes-current 4,273 0.6 10,085 1.5 {5,812) 13,231 0.8
Income taxes-deferred 1,351 0.2 (7,467) (1.1} 8,818 (303) (0.0)
Minority interest in income of
consolidated subsidiaries (70) (0.0) (57) (0.0) (13) (135) (0.0)
Net income 11,604 1.7 7,958 1.2 3,646 15,611 1.1




Consolidated Statements of Net Assets

1 Half Year Fiscal 2007 (from April 1, 2006 to September 30, 20086)

{Unit. Millions of yen)

Shareholders’ equity

Common Capital Retained Treasury
stock surplus garnings stock Total
Balance, March 31, 2006 163,795 160,071 189,996 (41,5645) | 462,317
Increase {decrease) during the
period
Dividends paid - - (3,226) - (3,228)
Payment of bonus to directors and
statutory auditors - - (107) - (107)
Net income - - 11,604 - 11,604
Increase in treasury stock - - - (29) {29)
Disposal of treasury stock - - (13} 87 74
Increase in the number of companies
accounted for by the equity method - - 1,038 - 1,038
Other changes in shareholders’ capital - - 8 - 8
Changes {other than shareholders'’
capital), net - - - - -
Total - - 9,304 58 9,362
Balance, September 30, 2006 153,795 160,071 199,300 (41,487) | 471,679
Valuation, translation and other adjustments
Net
unrealized Minority
Revaluation holdin interest in
reserve flor gainsI ogn Translation consolidated T‘?tal net
land securities | adjustments Total subsidiaries | assets
Balance, March 31, 2006 290 21,145 | (18,230) 3,205 2,284 | 467,786
Increase (decrease) during the
period
Dividends paid - - - - -| (3,226)
Payment of bonus to directors and
statutory auditors - - - - - (107)
Net income - - - - -1 11,604
Increase in treasury stock - - - - - (29)
Disposal of treasury stock - - - - - 74
Increase in the number of companies
accounted for by the equity method - - {18) (18) - 1,020
Other changes in shareholder’s capital - - - - - 8
Changes (other than shareholders’
capital), net - (1,740) (3,162) (4,902) 33| (4,869)
Total - (1,740) {(3,180) {4,920} 33 4,475
Balance, September 30, 2006 290 19,405 | (21,410) (1,715) 2,297 | 472,261




Consolidated statements of Retained Earnings

{Unit, Millions of yen)

(Capital surplus)

I Balance at beginning of the period

Il Balance at end of the period

{Retained earnings)

I Balance at beginning of the period

Il Increase
Increase in the number of companies
accounted for by the equity method
Net income
Other

IIDecrease
Dividends
Bonus to directors and statutory auditors
Loss on disposal of treasury stock

IVBalance at end of the period

1% Half Year
Fiscal 2006 Fiscal 2006
(Ended September 30, 2005) {Ended March 31, 2006)
160,071 160,071
160,071 160,071
178,022 178,022
3,466 3,466
7,958 15,611
26 11,450 3 19,108
3,508 7.015
112 111
1 3,621 8 7,134
185,851 189,996
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Consolidated Statements of Cash Flows

(Unit: Millions of yen)

1% Half Year

1% Half Year

Fiscal 2007 Fiscal 2006 Changes | Fiscal 2006
{ended September|(ended September| Increase/ | (ended March
30, 2006) 30, 2005) (Decrease)| 31, 2006)
1.Cash flows from operating activities:

income before income taxes and minority

interest 17,298 10,633 6,665 28674
Depreciation and amortization expenses 40,118 36,553 3,565 80,073
Increase (decrease) in allowance for doubtful

accounts 345 (1,068) 1,413 542
Increase (decrease) in accrued warranty

claims (400) 16 {4186) 1,040
Increase {decrease} in accrued pension and

severance liability 1492 2,018 (526) (6.859)
Interest and dividends income (1,815) (1,635) {180) (3,421)
Amortization of negative goodwill {1,087) - {1,087) -
Amortization of consolidation adjustments

(non-operating income) B (1.718) 1,715 (3,296)
Equity income from affiliated companies (728) (1,009) 281 {1,448)
Interest expenses 1,915 1,430 485 3,181
Loss on revaluation of derivatives 246 3,244 (2,998) 2,983
Gain on sale of property, plant and equipment (6,080) (131) (5,929) (3,872)
Gain on sale of investment securities (6) (5,259) 5,253 (5,274)
Loss on sale and disposal of property, plant

and equipment 2924 928 1,996 4273
Loss on sale of investment securities - 36 (36) 2,253
Loss on devaluation of investment securities 284 10 274 -
Impairment loss on property, plant and

equipment 108 1,811 (1,703) 4,064
L.oss on liquidation of affiliated companies 857 - 857 -
Additional retirement payments - - - 7,991
Loss on termination of the joint development

projects - 5613 (5.613) 7,094
Dﬁ:l;ieease in notes and accounts receivable, 4796 15,280 (10.484) 13,893
Increase in inventories (39,712) (26,805) (12,907) (9,944)
Increase {decrease) in notes and accounts

payable, trade (24,308) 13,181 {37,489) 16,555
Increase in deposits received 8,918 27,371 (18,453) 23,964
Other, net 5436 {10,302) 15,738 {7,884)

Sub total 10,621 70,200 (59,579) 154,584

Interest and dividends received 2,256 1,459 797 3,126
Interest paid {1,842) (1,140) (702) (2,920)
Additional retirement payments - - - (7,991)
Income taxes paid {10,857) {3,056) (7,801) (9,201)
Bonus paid to directors and statutory auditors (107) {128) 21 {113)
Net cash provided by operating activities 71 67,335 {67,264) 137,485

-16-




{Unit: Millions of yen)

1* Half Year | 1* Half Year
Fiscal 2007 Fiscal 2006 Changes | Fiscal 2006
(ended September| (ended September| Increase/ | {ended March
30, 2008) 30, 2005) {Decrease)| 31, 2006)
2_Cash flows from investing activities: '
Purchase of marketable securities (959) (7.455) 6,496 (9,489)
Proceeds from sale of marketable securities 3,980 16,008 (12,028) 21,908
Purchase of property, plant and equipment (21,992) (68,598) 46,606 (120,875)
Procgeds from sale of property, plant and 7 413 14781 (7.368) 38.115
equipment
Purchase of leased assets (39,101) - (39,101) -
Proceeds from sale of leased assets 26,779 - 26,779 -
Purchase of intangible assets (1,785) (3,841) 2,058 (5,127)
Purchase of investment securities (3,197) (3,484) 287 (9,083)
Proceeds from sale of investment securities 1,834 13,677 (11,843) 13,092
Price adjustment on investments in
subsidiaries - (7,087) 7,087 (7,087)
Disbursement of loans receivable (40,901) {64,130) 23,229 (124,989)
Collection of loans receivable 41,968 57,748 {15,780) 127 450
Other, net (328) 746 (1,074) 290
Net cash used in investing activities (26,289) (51,635) 25,346 (75,775)
3.Cash flows from financing activities:
Net decrease in short-term borrowings (2,943) {1,621) (1,422) (4,538)
Net decrease in commercial paper - {1,000) 1,000 (14,000)
Proceeds from long-term debts 500 3,901 (3,401) 15,301
Repayment on long-term debts (2,967) (7,361) 4,304 (28,996)
Issuance of bonds 20,000 - . 20,000 -
Redemption of bonds (20,000) {10,300) {8,700) (10,300)
Purchase of treasury stock (29) (20} (9) {39,352)
Proceeds from disposal of treasury stock 74 3 71 30
Dividends paid (3,226) {3,508) 282 (7,015)
Other, net {102) (2) (100) (15)
Net cash used in financing activities (8,693) {19,808) 11,115 (88,885)
4.Effect of exchange rate changes on cash and
cash equivalents {1,146} 2,398 (3,544) 7,856
5.Net decrease in cash and cash equivalents {36,057} {1,710) (34,347) (19,319)
6.Cash and cash equivalents at beginning of
the period 112,366 131,685 {19,319) 131,685
7.Cash and cash equivalents at end of the
period 76,309 129,975 {53,666) 112,366

Note: In 1% Half of Fiscal 2007, the amounts of “Purchase of leased assets” and “Proceeds from
sale of leased assets” in Cash flows from investing activities have been stated separately,

whereas in 1% Haif of Fiscal 2006 “Purchase of leased assets” of ¥31,907million and
“Proceeds from sale of leased assets” of ¥14,550million are included in “Purchase of

property, plant and equipment” and “Proceeds from sale of property, plant and equipment”,

respectively.
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Basis for Preparation of Consolidated Semi-annual
Financial Statements and Summary of
Significant Accounting Policies

1. Scope of Consolidation and Application of the Equity Method

{1) Consolidated subsidiaries: 63

Domestic subsidiaries: 44 Fuji Robin Industries Ltd., Ichitan Co., Ltd.,
TOKYO SUBARU, Inc. and 41 other subsidiaries
Foreign subsidiaries: 19 Subaru of Indiana Automotive, Inc., Subaru of

America, Inc. and 17 other subsidiaries

(2) Companies accounted for by the equity method: 18

Domestic companies: 16 Subaru Auto Accessory Co., Ltd., Subaru System
service Co., Ltd. Subaru Tecnica International
Inc., Robin Service Co., Ltd., Fuji Special
Purpose Vehicle Co., Ltd. and 11 other
companies

Foreign companies: 2 Robin America, Inc., Robin Europe GmbH

2. Changes in Scope of Consolidation and Application of the Equity Method

(1) Consolidated subsidiaries:
Increase: -
Decrease: 5

The number of consolidated subsidiaries has decreased by 5 subsidiaries to a total of 63
subsidiaries. The decrease was due to reorganization of 10 Subaru exclusive dealer
subsidiaries in Hokkaide and four other regions into 5 companies.

(2) Companies accounted for by the equity method:
increase: 7 Robin Service Co., Ltd., Fuji Special Purpose
Vehicle Co., Ltd., Robin Europe GmbH, and 4
other companies

Decrease: -

From this semi-annual period, Robin Service Co., Ltd., Fuji Special Purpose Vehicle Co., Ltd.,
Robin Europe GmbH, and 4 other companies have been accounted for by the equity method
due to their increased significance in the consolidated financial statements.

3. Semi-annual Fiscal Period-end of Consolidated Subsidiaries

The semi-annual fiscal year-end of the consolidated domestic subsidiaries is the same as that of the
parent company, while the semi-annual fiscal year-end of the consolidated foreign subsidiaries is
June 30. Although these consolidated foreign subsidiaries are included based on their semi-annual
fiscal period ended June 30, significant transactions that occurred for the intervening period
between June 30 and September 30 are reflected in the consolidated financial statements.
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4. Summary of Significant Accounting Policies
(1) Method and basis for valuation of significant assets
1. Marketable securities and investment securities:

Held-to-maturity debt securities: The amortized cost method (straight-line amortization)

Other securities:

a) Securities for which fair market value is available: Stated at fair value as of the balance
sheet date with unrealized holding gains and losses included as a compaonent of net
assets until realized. Realized gains and losses on sale of securities are principally
computed using the moving-average method.

b) Securities for which fair market value is not available: Stated principally at cost determined
by the moving-average method, after taking into consideration devaluation, if any, for any
permanent impairment.

2. Derivative financial instruments: Stated at fair value.

3. Inventories:

Finished products: Stated principally at cost determined by the moving-average method.

Other inventories: Stated principally at cost determined by the first-in, first-out method.

{2) Depreciationfamortization method of fixed assets
1. Property, plant and equipment:

Depreciation of the property, plant and equipment of the Company and consolidated domestic
subsidiaries is principally computed by the declining-balance method, except for the buildings
(excluding building improvements) acquired on or after April 1, 1998, for which the straight-line
method is applied. Depreciation of the property, plant and equipment of consolidated foreign
subsidiaries is computed by the straight-line method at rates based on the estimated useful
lives of the assets according to their general class, type of construction, and use.

Estimated useful lives for depreciable assets are as follows:

Buildings and structures: 7-50 years
Machinery, equipment and vehicles:  2-11 years

2. Goodwill and intangible assets:

Goodwill is principally amortized by the straight-line method based on the accounting
principles generally accepted in the respective countries of domicile. However, goodwill of the
consolidated subsidiary in the U.S. is not amortized in accordance with SFAS 142, while other
identifiable intangible assets are amortized by the straight-line method.

Computer software used internally by the Company and consolidated subsidiaries is
amortized by the straight-line method over the relevant economic useful lives of 3 or 5 years.

(3) Basis for significant accruals and reserves

(1) Allowance for doubtful accounts:

Allowance for doubtful accounts is provided based on the amount calculated as the actual ratio
of bad debt for ordinary receivables, and an estimated amount of uncollectible account for
specific over-due receivables.
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(2) Allowance for devaluation of investments:

Allowance for devaluation of investments is provided for losses from declines in the value of
investment securities for which fair value is not readily available and investments in non-
consolidated subsidiaries and affiliated companies, based on the evaluation of the investees’
financial conditions, such as net assets and the probability of recovering the value.

(3) Accrued bonus:

Accrued bonus is recorded based on the estimated future payments pro-rated for employee
services rendered during the current semi-annual period.

(4) Accrued warranty claims:

The Company and consolidated subsidiaries provide for accrued warranty claims on products
sold based on their past experiences of warranty services and estimated future warranty costs.

{5) Accrued pension and severance liability:

Accrued pension and severance liability for employees has been provided based on the
estimated amounts of projected pension and severance obligation and the fair value of plan
assets at end of the current semi-annual period. Prior service cost is being amontized by the
straight-line method over the period {14 or 18 years), which is shorter than the average
remaining service periods of the eligible employees. Actuarial gains and losses are amortized
from the following fiscal year by the straight-line method over a period (primarily 18 years),
which are shorter than the average remaining service period of the eligible employees.

(€) Accrued directors' severance and retirement benefits:

Directors and statutory auditors of the Company and consclidated domestic subsidiaries are
entitled to receive a lump-sum payment at the time of severance or retirement, subject to the
approval of the shareholders. The liabilities for such benefits are determined based on the
Company’s and consolidated subsidiaries’ internal rules.

(4) Basis for translation of foreign currency-denominated accounts

Monetary assets and liabilities denominated in foreign currencies are translated into Japanese yen
at the exchange rates prevailing at each semi-annual balance sheet date with the resulting gain or
loss included currently in the statements of income.

The assets and liabilities of foreign subsidiaries and affiliated companies are translated into
Japanese yen at the exchange rates in effect at the semi-annual balance sheet dates of the
foreign subsidiaries and affiliated companies, except for common stock and capital surplus, which
are translated at historical rates. Revenue and expense accounts are translated at the average
exchange rates during the respective semi-annual period. The resulting foreign currency
translation adjustments are included in “Translation adjustments” and “"Minority interest in
consolidated subsidiaries” in net assets of the accompanying consolidated balance sheets.

{5) Revenue recognition

Revenues of the Aerospace Division’s production contracts with the production term exceeding
one year and the amount of each contract exceeding ¥ 5,000 million are recognized by the
percentage-of-completion method.

(6) Accounting for leases

Finance leases which do not transfer ownership of the leased assets to lessees are accounted for
as operating leases.
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{7) Accounting for hedging activities
{1) Method of hedge accounting:

Principally, the deferred hedge accounting method is applied.

For interest rate swap contracts used as hedges which meet certain hedging criteria, the net
amount to be paid or received under the interest rate swap contract is added to or deducted
from the interest on the assets or liabilities for which the swap contract is executed.

(2) Derivative financial instruments qualifying as a hedge, along with the hedged transactions,
assets and liabilities are as follows:

Financial instrument Transactions, assets and liabilities

Interest swaps Borrowings

(3) Hedge policy:

The risk exposures to movements in interest rates are hedged according to the Company's
and consolidated subsidiaries’ risk management policy.

(4) Method for evaluating hedge effectiveness:

An evaluation of hedge effectiveness is not considered necessary as the terms and notional
amounts of these hedging instruments are the same as those of the hedged transactions,
assets and liabilities, and therefore they are presumed to be highly effective in offsetting the
effect of movements in interest rates at their inception as well as during their terms.

{8) Accounting for consumption taxes

Consumption taxes are excluded from the related transaction amounts and are accounted for
separately.

5. Definition of Cash and Cash Equivalents for the Statements of Cash Flows

Cash and cash equivalents include all highly liquid investments, generally with original maturities of
three months or less that are readily convertible to known amounts of cash and have negligible risk
of changes in value due to their short maturities.




Changes in Accounting Policies

(Accounting standard for director's bonus)

Effective this semi-annual period, the Company and consolidated subsidiaries adopted the provisions
of “Accounting Standard for Director's Bonus “(Business Accounting Standards Committee,
November 29, 2005, Business Accounting Standard No. 4).

The adoption of this standard had no effect on income.

{Accounting standard for business combination)

Effective this semi-annual period, the Company and consclidated subsidiaries adopted the provisions
of "Accounting Standard for Business Combination” (Business Accounting Deliberation Council,
October 31, 2003), “Accounting Standard for Business Separation” (Business Accounting Standard
Committee, December 27, 2005, Business Accounting Standard No. 7), and “Implementation
guidance for the accounting standard for business combination and the accounting standard for
business separation” (Business Accounting Standard Committee, December 27, 2005, Financial
Accounting Standard Implementation Guidance No. 10).

The adoption of these standards had no effect on income.

[Semi-annual consolidated balance sheet)
Effective this semi-annual period, the Company has presented "consolidation adjustment (credit
side)” as “goodwill”.

(Semi-annual consolidated statement of income)
Effective this semi-annual period, the Company has presented “amortization of consolidation
adjustment” (non-operating income) as “amortization of negative goodwill”.

(Semi-annual consolidated statement of cash flows)
Effective this semi-annual period, the Company has presented "amortization of consolidation
adjustment” (non-operating income) as “amortization of negative goodwill”.

{Accounting standard for presentation of net assets in the balance sheet)

Effective this semi-annual period, the Company and consoclidated subsidiaries adopted "Accounting
Standard for Presentation of Net Assets in the Balance Sheet" (Business Accounting Standard
Committee, December 9, 2005, Business Accounting Standard No. 5) and “Implementation guidance
for the accounting standard for presentation of net assets in the balance sheet” {Business Accounting
Standard Committee, December 9, 2005, Financial Accounting Standard Implementation Guidance
No. 8}.

The adoption of this standard has no effect on income.

The amount that would have otherwise been reported as total “shareholders’ equity” is ¥469,964
million.

Due to certain revisions to the regulations concerning semi-annual consolidated financial statements,
the semi-annual consolidated financial statements in this semi-annual period have been prepared in
conformity with the revised regulations concerning semi-annual consolidated financial statements.
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Additional Information

(Amortization of negative goodwill)

On January 1, 2003, the Company acquired Isuzu's share of Subaru of Indiana Automotive, Inc. {SIA),
to make SIA a wholly owned subsidiary of the Company, and SIA was assigned to produce certain
Isuzu vehicles as well as Subaru vehicles.

The acquisition cost of the Isuzu’s share of SIA was determined in consideration of certain losses on
the disposal of property, plant and equipment, losses on cancellation of operating leases, and losses
related to personnel reduction, to be incurred during and after the consigned production activities.
Consequently, the negative goodwill arose.

The portion of the negative goodwill that clearly corresponds to the forecasted future losses has been
amortized according to the generation of those losses, and the remaining portion has been amortized
by the straight-line method over 5 years.

In FY2006, the Company revised the amortization schedule following the statement of actual losses
with Isuzu according to the Master Agreement for Cancellation of the Joint Venture Relationship and
Consignment of Production dated December 20, 2002, which resulted in reduction in the negative
goodwill account. :

As a result, the balance of the negative goodwill as of March 31, 2006 was reduced to ¥1,949 million
and the entire amount is to be amortized in Fisca!l 2007,

In this semi-annual period the Company amortized ¥974 million of the negative goodwill and the
balance remaining as of September 30, 2006 was ¥975 million.

(Transfer to the government of substitutional portion of employee pension fund)

As stipulated in Japanese Defined Benefit Pension Insurance Law, the Tokyo Subaru
Employees’ Pension Fund {a multi-employer welfare pension fund), of which certain
consolidated subsidiaries are members, obtained an approval from the Minister of Health, Labor
and Welfare for exemption from the benefit obligations related to future employee service in
respect of substitutional portion on October 28, 2005. The pension fund is currently in the
process of transferring the obligations related to past employee service to the government.

The amount to be transferred (the minimum reserve obligations) to the government as of
September 30, 2006, was estimated ¥5,400 million. Had the amount been transferred at the end
of this semi-annual period, an extraordinary gain of approximately ¥2,300 million wouid have
been recognized in the following fiscal year, in accordance with the provisions of Article 44 — 2 of
“Practice Guidelines of Accounting for Retirement Benefits (Interim Report)” (JICPA Accounting
Systems Committee Report No. 13).
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Notes to Consolidated Semi-annual Financial Statements

{Consolidated Balance Sheets)
1. Pledged assets and secured liabilities
Pledged assets and secured liabilities are as follows:

{1)Pledged assets

(Unit; Millions of yen)

1;its|:::f2\g%?’r Fiscal 2008
Notes and accounts receivable, trade 644 291
Buildings and structures 14,871 31,318
[6,992] [10,879]
Machinery, equipment and vehicles 2527 16,021
[2,527] [16,012]
Land 27,025 41,515
[1,486] [1,493]
Other fixed assets - 180
Total ¥ 45,067 ¥ 89,325
[10,005] [28,384]
(2)Secured liabilities {Unit: Millions of yen)
1;;5':::”2\(’)%8; Fiscal 2006
Short-term borrowings ¥ 48,053 ¥ 45934
[4,075] [2,112]
Long-term debts 8,320 11,625
[7,179] [7.230]
Total ¥ 56,373 ¥ 57,559
{11,254] [9,342]

Note: The above amounts in parentheses represent a mortgage of the factory foundation

assets and the related liabilities.

2. Accumulated depreciation for property, plant and equipment
1% Half Year

Fiscal 2007

¥ 703,119

(Unit: Millions of yen)
Fiscal 2006
¥ 586,418

3. The Company's guarantee amounts for the indebtedness from financial institutes
(Unit: Millions of yen)

1% Half Year
Fiscal 2007

¥ 40,686
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Fiscal 2006

¥ 41,451




4. The balance of assets transferred to the special purpose company

(Unit; Millions of yen)

1! Half Year
Fiscal 2007

¥ 21,458 ¥ 18,174

Fiscal 2006

5. The unused balance of overdraft facilities and lending commitments at a consolidated
subsidiary (Subaru Finance Co., Ltd.) is as follows:

{(Unit: Millions of yen)

st
Lisggll%%?r Fiscal 2006
Total overdraft facilities and lending ¥ 10,910 ¥ 14310
commitments
Less amounts currently executed 2,739 2,788
Unexecuted balance ¥ 8171 ¥ 11,5622

A portion of the overdraft facilities and lending commitments above is subject to credit
considerations as documented in the customer contracts. Therefore, the total balance above is
not always executable.

6. The unused balance of commitments for borrowings by the Company and consolidated
subsidiaries (Subaru of America, Inc. and Subaru Europe N.V./S.A.) was as follows:

{Unit: Millions of yen)

Ets':::fz\c,)%?'r Fiscal 2006
Total commitments ¥ 80,444 ¥ 81,174
Less amounts currently executed - -
Unexecuted balance ¥ 80,444 ¥ 81,174

(Consolidated Statements of Income)

1. Research and development cost included in general and administrative expenses and cost of
sales
(Unit: Millions of yen)
1*' Half Year  1*' Half Year
Fiscal 2007 Fiscal 20086

¥ 250863 ¥ 21,577

2. Extraordinary gains and losses

(1) 1% Half Year Fiscal 2007

Prior period adjustment

Prior period adjustment represents a gain due to final settiement on reversal of a portion of
“Loss on termination of a joint development project {a joint development project for new model
vehicles)” which was recorded as an extraordinary loss in prior period.
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Loss on liquidation of affiliated companies
The Company has recorded a loss on liquidation of Fuji AT Ltd, which was a joint venture
with JATCO Ltd.

(2) 1* Half Year Fiscal 2006

; The Company recorded an impairment loss with regard to the following asset groups.

Use Location Category
Asset for dealership Wakayama prefecture Buildings and structures,
business and 2 other locations machinery and equipment, and
land
Real estate for lease Gunma prefecture Buildings

business

Underutilized real estate | Hokkaido prefecture and | Land
2 other locations

The operating properties for dealers are grouped by each company, the leased property
and unused property are grouped on a property by property basis.

The impairment loss by each category of property, plant and equipment was as follows;
(Unit: Millions of yen)

Buildings and structures ¥ 837
Machinery and equipments ¥ 103
Land ¥ 871

Total ¥ 1,811

“Loss on termination of joint development projects” is about termination of the joint
development projects for new model vehicle. In light of the termination of the Strategic
Alliance between the Company and General Motors (GM), the Company and GM agreed
to terminate the joint development project for cross over vehicles with SAAB Automobile
AB. As a result, the Company has recorded an extraordinary loss on the joint project
estimated costs.

(Consolidated Statements of Net Assets)

1._Number of shares issued and outstanding

At end of the

At beginning of the period (as of

period (as of September
Class March 31,2006) Increase Decrease 30,2006) Memo

Common stock 782,865,873 - - 782,865,873
2. Number of treasury stock

At end of the

At beginning of the period (as of

period (as of September
Class March 31,2006) Increase Decrease 30,2008) Memo

Common stock 66,193,286 42 911 138,180 66,098,017




3. Dividends

Cash
Ciass of | Total amounts of | dividends Record Effective
Resoclution stock cash dividends | per share date date
Annual meeting of
shareholders on Common March 31, | June 28,
June 27, 2006 stock 3,226 millionyen | 4.5 yen 2006 2006

(Consolidated Statements of Cash Flows)

1. A reconciliation of the ending balance of cash and cash equivalents to the balance sheet

amounts of each related account at end of the period is as follows:

(1) 1% Half Year Fiscal 2007

Cash and time deposits
Marketable securities

Short-term loans

Cash and cash equivalents

(2) 1* Half Year Fiscal 2006

Cash and time deposits
Marketable securities

Short-term loans

Cash and cash equivalents

2. Other

(1) 1% Half Year Fiscal 2007
None.

(2) 1 Half Year Fiscal 2006
“Price adjustment on investments in subsidiaries” included in cash flows from investing

activities represents a cash payment related to the adjustment to the price of SIA shares
transferred from Isuzu Motors, Limited under the settlement of actual losses in this semi-

{Unit: Millions of yen)

Balance sheet Cash and
amounts cash equivalents

¥ 46,732 ¥ 46,671

¥ 33,207 25,124

¥110,892 4,514

¥ 76,309

(Unit: Millions of yen)

Balance sheet Cash and
amounts cash equivalents

¥ 79,681 ¥ 79,498

¥ 55,089 48,569

¥117,011 1,808

¥129,975

annual period, in accordance with the Master Agreement for Cancellation of the Joint
Venture Relationship and Consignment of Production with Isuzu, as described in
“Additional Information.”
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(Securities and Investments)

1. Securities and investments for which fair market value is available

{Unit: Millions of yen)

1% Half Year Fiscal 2007
{as of September 30, 2006)

Fiscal 2006
(as of March 31, 2006)

Other investment securities
{available-for-sale Acquisition Acquisition
securities): cost Book value| Difference cost Book value| Difference
(1) Equity securities 20,380 53,068 32,688 20,385 55,867 35,482
(2) Debt securities
Government and
municipal bonds 8,866 8,587 (279) 11,297 11,154 (143)
Corporate bonds 3,524 3,730 206 3,632 3,572 (60)
Other 1 3 2 35 344 309
(3) Other 1,540 1,500 {40) 1,335 1,314 (21
Total 34,312 66,889 32,577 36,684 72,251 35,567
2. Major securities without available fair market value
{Unit: Millions of yen)
1% Half Year Fiscal 2007 Fiscal 2006

(as of September 30, 2006)

(as of March 31, 2006)

Book value Book value
Other securities: Other securities:
Money management fund 15,122 Money management fund 33,679
Commercial paper 16,687 Unlisted stocks (excluding over-
Unlisted stocks (excluding over- 2,004 the-counter stocks) 1,469
the-counter stocks)

Note: The Company and consolidated subsidiaries recognized ¥63 million in loss on devaluation of
securities in the current semi-annual period.

For the purpose of recording a loss on devaluation of securities, the Company and
consolidated subsidiaries consider all securities whose fair market value has fallen below
50% of the book value to be permanently impaired, and record the relevant loss on
devaluation. For securities whose fair market value has declined between 30% to 50% in
relation to their book values, the Company and consolidated subsidiaries specifically consider
the probability of recovery of the fair value, and record a loss on devaluation in an amount
deemed permanently impaired.
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(Segment Information)

(1) Information by business segment
1% Half Year Fiscal 2007 (from April 1, 2006 to September 30, 2006)

{Unit: Millions of yen)

Corporate
Industrial and Consolidated
Automobiles | products | Aerospace Other Total elimination total
I. Sales and operating
income
Sales
(1) Qutside customer 622,447 27,217 42 476 6,536 698,676 - 698,676
(2) Inter-segment 1,482 12 9 1,274 2,777 (2,777) -
Total sales 623,929 27,229 42,485 7,810 701,453 (2,777) 698,676
Operating cost and
expense 611,187 26,043 39,791 6,606 683,627 (3,077) 680,550
Operating income 12,742 1,186 2,694 1,204 17,826 300 18,126

1% Half Year Fiscal 2006 (from April 1, 2005 to September 30, 2005)

{Unit: Millions of yen)

Corporate
Industrial and Consolidated
Automobiles | products | Aerospace Other Total elimination total
|. Sales and operating
income
Sales
(1} Outside custamer 598,700 25643 35,946 6,813 667,102 - 667,102
{2) Inter-segment 1,888 66 22 1,267 3,243 {3,243) -
Total sales 600,588 25,709 35,068 8,080 670,345 (3,243) 667,102
Operating cost and
expense 586,744 24,901 34,302 7,456 653,403 (3,711} 649,692
Operating income 13,844 808 1,666 624 16,842 468 17.410

Fiscal 2006 (from Aprit 1, 2005 to March 31, 2006)

{Unit: Millions of yen)

Corporate
Industrial and Consolidated
Automobiles | products | Aerospace Other Total elimination total
|. Sales and operating
income
Sales
(1) Cutside customer 1,329,161 52,436 81,787 12,984 | 1,476,368 - | 1,476,368
{2) Inter-segment 3,688 116 35 2,518 6,357 (6,357} -
Total sales 1,332,849 52,552 81,822 15,5602 | 1,482,725 (6,357) | 1,476,368
Operating cost and
expense 1,281,290 50,514 79,027 14,271 | 1,425,102 {7,073) | 1,418,029
QOperating income 51,559 2038 2,795 1,231 57,623 716 58,339
Notes: 1. Definition of business segments
Business segments are defined based on product line and market.
2. Main products by each business segment
Business segment Main products
Automobiles Legacy, Impreza, Forester, B9 Tribeca, Stella, R1, R2, Pleo, Samber
Industrial products Robin engine, power generators, Pumps
Aerospace Aircraft, parts of space-related devices
Other Garbage collection vehicles, specialized vehicles, real estate leasing

-3. All operating costs and expenses are allocated to each business segment.

-29-




(2) Information by geographic area

1% Half Year Fiscal 2007 (from April 1, 2006 to September 30, 2006)

(Unit: Millions of yen)

Corporate
North and Consolidated
Japan America Other Total elimination total
I. Sales and operating income
{loss)
Sales
(1) Cutside customer 435,144 254,237 §,295 698,676 - 698,676
(2) Inter-segment 126,158 1,250 128 127 536 (127,536) —
Total sales 561,302 255,487 9,423 826,212 {127 ,536) 698,676
Operating cost and expense 540,710 260,541 9,118 810,368 (129,819) 680,550
Operating income {loss) 20,592 (5,054) 305 15,843 2,283 18,126
1% Half Year Fiscal 2006 (from April 1, 2005 to September 30, 2005) (Unit: Millions of yen)
Corpaorate
North and Consolidated
Japan America Other Total elimination total
l. Sales and operating income
(loss)
Sales
{1} Outside customer 428377 230,490 8,235 667,102 - 667,102
(2) Inter-segment 128,232 1,111 162 125,495 {129,495) —
Total sales 556,609 231,601 8,387 796,597 (129,495) 667,102
Operating cost and expense 529,805 237,831 8,219 775,855 (126,163) 649,692
Operating income (loss) 26,804 {6,230} 168 20,742 {3.332) 17410
Fiscal 2006 (from April 1, 2005 to March 31, 2006) (Unit: Millions of yen)
Corporate
North and Consolidated
Japan America Other Total elimination total
I: Sales and operating income
(loss)
Sales
{1} Outside customer 888,117 572,412 15,839 1,476,368 - 1,476,368
{2) Inter-segment 257,456 2,298 313 260.067 (260,067) —
Total sales 1,145,573 574,710 16,152 1,736,435 (260,067 1,476,368
Operating cost and expense 1,088,584 572,740 15,843 1,677,167 (259,138) [ 1,418,029
Operating income 56,989 1,970 309 59,268 {929) 58,339

Notes: 1. Geographic areas are based on geographical proximity.

2. Principal countries or districts in each geographic area:
Narth America: United States and Canada

Other:

Europe

3. All operating costs and expenses are allocated to each segment.
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(3)

Overseas sales

1% Half Year Fiscal 2007 (from April 1, 2006 to September 30, 2006)(Unit: Millions of yen)

North
America Europe Other Total
QOverseas sales 277,031 65,832 69,424 412,287
Consolidated net sales 698,676
Percentage of overseas sales over
consolidated sales {%) 39.7% 9.4% 9.9% 59.0%

1% Half Year Fiscal 2006 (from April 1, 2005 to September 30, 2005)(Unit: Millions of yen)

North
America Europe Other Total
Overseas sales 251,054 60,932 59,603 371,589
Consclidated net sales 667,102
Percentage of overseas sales over
consolidated sales (%) 37.6% 9.1% 9.0% 55.7%
Fiscal 2006 (from April 1, 2005 to March 31, 2006) (Unit: Millicns of yen)
North
America Europe Other Total
QOverseas sales 616,437 128,777 127,016 872,230
Consolidated net sales 1,476,368
Percentage of overseas sales over
consclidated sales (%) 41.8% 8.7% 8.6% 59.1%

Notes: 1. Geographic areas are based on geographical proximity.

2. Principal countries or districts in each geographic area:

North America:
Europe:

Other: Australia

United States and Canada
Germany, Switzerland and England

3. Overseas sales are sales outside of Japan by the Company and consolidated
subsidiaries.




{Business Combination)

The Company has integrated certain Subaru dealer subsidiaries for the purpose of enhancement of
their sales force and improvement of their profitability.

Those integrated companies are consolidated subsidiaries included in the automobiles segment, and
the integration has been accounted for as a reorganization of entities under common control.

(1) April 1, 2006, merger by surviving companies

Area Integrated companies New companies

ASAHIKAWA SUBARU,
. Inc.

Hokkaido HOKKAIDO SUBARU, HOKKAIDO SUBARU, Inc.
Inc. *

Hokuriku Subaru, Inc.*
Chubu FUKUI SUBARU, CO., Hokuriku Subaruy, Inc.
LTD

Kagawa Subaru, Inc.”
Shikoku TOKUSHIMA SUBARU, | HIGASHISHIKOKU SUBARU, Inc.
INC

. SAGA SUBARU, INC
Kita-Kyushu NAGASAK) Subard, Ino" NISHIKYUSHU SUBARU, Inc.

. . Miyazaki Subaru, Inc.
Minami-Kyushu - MINAMIKYUSHU SUBARU, Inc.
Kagoshima Subaru, Inc.”

Surviving companies

*

(2) October 1, 2008, sale of automobile dealership business to a surviving company.

Area Integrated companies New company
WAKAYAMA SUBARU
Kinki MOTORS INC. OSAKA SUBARLU, INC.

OSAKA SUBARU, INC.*
* Surviving company

(Footnote Information Omitted in This Release)

The following footnotes are not presented herein for they will be disclosed in the EDINET filing:
- Lease transactions
« Derivative transactions
- Stock option, etc.
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Production, Accepted Orders and Sales Results Information

(1} Production

Actual production during the current semi-annual period by each segment is as follows:

(Unit: Millions of yen, except for Automobiles)

1* Half Year Fiscal 2007
Changes from
(From April 1, 2006 prior semi-
Segments to September 30, 2006)| annual period
(%)
Automobiles |Mini-cars 83,458 18.8
Compact cars 224,319 36
Sub-total 307,777 7.3
Industrial products 24 596 34
Aerospace 51,049 296
Other 4,938 (5.9)

Notes: 1. Amounts are based cn sales prices and inter-segment transactions are eliminated.
2. The above amounts exclude consumption taxes.

(2) Accepted orders

Accepted orders in the current semi-annual period by each segment are as follows (automobiles
and industrial products are produced based on order forecasts):

{Unit: Millions of yen)

1% Half Year Fiscal 2007 (From April 1, 2008 to September 30, 2006)
Changes from Changes from
Segments prior semi-annual prior semi-annual
Accepted orders period (%) Order balance period (%)
Aerospace 29,060 (13.7) 150,739 19.6
Other 4,111 (32.6) 1,696 (32.0)
Total 33171 (16.6) 152,435 18.6

Note: The above amounts exclude consumption taxes.

(3) Sales results

Sales results for the current semi-annual period by each segment are as follows:

(Unit: Millions of yen)

1*' Half Year Fiscal
2007
(From April 1, 2006 Changes from
Segments to September 30, | prior semi-annual
2006) period (%)
Automobiles 622,447 4.0
Industrial products 27,217 6.1
Aerospace 42 476 18.2
Other 6,536 {4.1)
Total 698 676 4.7

Notes: 1. Amounts are based on sales prices and inter-segment transactions are eliminated.
2. The above amounts exclude consumption taxes.
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Subsequent Event

The share exchange to make Fuji Machinery Co., Ltd. a wholly owned subsidiary

2.

Fuji Machinery Co., Ltd., a consolidated subsidiary, accounts for approximately 90% of its sales
to Fuji Heavy Industries Ltd. (the Company). In order to enhance group management, the
Company, at its Board of Directors’ meeting on May 9, 2006, approved a share exchange (under
the simplified share exchange method), in which Fuji Machinery Co., Ltd. will become a wholly
owned subsidiary, and it executed a share exchange agreement with Fuji Machinery Co., Ltd.

1. Principal terms and conditions of the share exchange

(1) Timetable

October 1, 2006: Closing date of share exchange (Deadline to submit stock certificate)
The Company will conduct this share exchange in accordance with the simplified share
exchange provision in Article 796 of the Corporate Law, without seeking the approval at a
shareholders’ meeting.

(2) Share exchange ratio

The Company (Future Fuji Machinery Co., Ltd.
100% parent company) (Future wholly-owned
subsidiary)

Share exchange ratio 1 0.52

Note: Basis of determining the share exchange ratio

The Company and Fuji Machinery Co., Ltd. individually engaged third party
appraisers to analyze the exchange ratio. The analysis was performed based on the
market stock prices, the comparable-company comparisons, and the discounted cash
flows. The Company and Fuji Machinery Co., Ltd. have agreed to the above ratio,
taking into consideration the results of such third party appraisals and certain other
factors.

(3) Share transfer payment in connection with the share exchange
No share transfer payment will be paid in connection with the share exchange.
Operations following the closing of the share exchange
(1) Company name, nature of business, management, and location of the head office
There will be no change as a result of the share exchange.
(2) Common stock of the Company

There will be no change in the amount of common stock of the Company because the
Company intends to re-issue its treasury stock for all the shares to be exchanged.

(3) Effect on the results of the Company's operation

The Company expects the share exchange will have no material effect on its results of
operations.
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For immediate Release

Company Name

Name of Stock Exchange

Code No.
Location of Head Office
URL

Representative
Contact for Inquiries

Fuji Heavy Industries Ltd.
Tekyo Stock Exchange (First Section)

7270
Tokyo, Japan

http:#/ir.fhi.co.jp/index.html

Mr. Ikuo Mori, President and CEQ
Mr. Kazuto Sakamoto, General Manager of Administration Department

Tel: (03) 3347-2005

Date of the Board of Directors Meeting Held for Approving the Financial Results: October 31, 2006
Date of Interim Dividends: November 30, 2006

Provision for Interim Dividends: Provision exists

Number of Shares in Unit Share System: 1,000 shares

1. Performance in 1st Half of Fiscal 2007 (from April 1, 2006 to September 30, 2006)

Note that all amounts have been rounded off to the nearest million yen, unless otherwise specified.

{1) Results of Operations

{Unit: Millions of yen, except for per share figures)

Net sales Operating income Ordinary income
1* Half of FY 2007 ¥482 6537 {1.4%) ¥18 667 (-30.3%) ¥13,660 (-38.3%)
1* Half of FY 2006 ¥475,863 {-2.2%) ¥26,764 {34.1%) ¥22,154 {31.1%)
Fiscal 2008 ¥976,143 ¥52,123 ¥41,379
(Unit: Millions of yen, except for per share figures)
Net income per share,
Net income basic (Yen)
1% Half of FY 2007 [¥ 6,192 (-53.2%) ¥ 864
1* Half of FY 2006 |¥ 13,218 {97 .1%) ¥ 16.96
Fiscal 2006 ¥ 10,274 ¥13.60
Notes: 1. Average number of shares ; 1st Half of FY 2007 . 717,005,387 shares:
outstanding during the periods 1st Half of FY 2006 . 779,490,154 shares
Fiscal 2006 . 750,628,190 shares

2. Accounting change

3. Percentage figures in the net sales operating income, ordinary income and net income
columns represent changes from prior semi-annual period.

. See “Changes in Accounting Policies” section




{2} Financial Position

(Unit: Millions of yen, except for per share figures)

Net assets to total | Net assets per share
Total assets | Net assets assets {Yen)
1* Half of FY 2007 ¥936,728 ¥476,041 50.8% ¥663.88
1* Half of FY 2006 ¥955,054 ¥514,780 53.9% ¥660.43
Fiscal 2006 ¥905,010 ¥474,631 52.4% ¥661.91

Notes: 1. Number of shares outstanding at : 1°' Half of FY 2007
1% Half of FY 2006

end of the periods

Fiscal 2006

. 717,063,936 shares
. 779,467 307 shares
. 716,968,667 shares

2. Number of treasury stock at end

of the periods

Fiscal 2006

1* Half of FY 2007
1% Half of FY 2006

65,801,937 shares
3,398,566 shares

65,897,206 shares

3.The amounts under Net assets as of 1* Half of FY 2006 and Fiscal 2006 represent
the amounts of total shareholders’ equity.

2. Projections for Fiscal 2007 (from April 1, 2006 to March 31, 2007)

(Unit: Milliens of yen)

Net sales

Ordinary income

Net income

Full year

¥950,000

¥31,000

¥14,000

Reference: Projected net income per share (full year). ¥19.52

3. Cash Dividends

(Unit: Yen)
Cash dividends per share
Semi-annual Year-end Full year
FY 2006 (Resuit) ¥4.50 ¥4.50 ¥9.00
FY 2007 {(Result) ¥4 .50 - ¥0.00
FY 2007 (Projection) — ¥4 .50 )

The above projections are made based on available information and assumptions as of Oct.31,
2008, and are subject to the uncertainties of future operations. Therefore, actual results could differ
materially from those anticipated. The assumptions used for the above projections are stated on

page 8.
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Non-consolidated Balance Sheets

{Unit: Millions of yen)

1" Half Year 1" Half Year
Fiscal 2007 Changes Fiscal 2006
(as of September 30, Fiscal 2006 Increase/ {as of September 30,
20086) {as of March 31, 2006} (Decrease) 2005)
ASSETS
Current assets 415,176 364,049 51,127 405,739
Cash and time deposits 23,739 37,789 {14,050) 60,023
Notes receivable, trade 1,785 1,859 (74) 1,949
Accounts receivable, trade 111,269 113,763 (2,494) 106,567
Marketable securities 16,689 2 16,687 26,825
Finished products 35,299 24,847 10,452 28,509
Raw materials 9,539 8,827 712 7,765
Work in process 78,582 69,819 8,763 55,190
Supplies 1,305 1,228 77 1,269
Advances paid 13,366 9,912 3,454 28,692
Prepaid expenses 3,802 2,641 1,161 2,683
Deferred tax assets 16,533 17,633 (1,100) 19,940
Accounts receivable, other 26,210 19,686 6,524 15,462
Short-term loans 75,639 54,995 20,644 49 141
Other 2,613 1,987 626 1,766
Allowance for doubtful accounts {1,194) (939) {255) {42}
Fixed assets 521,552 540,961 (19,409) 549,315
Property, plant and equipment,
net 233,556 234,053 (497) 233,083
Buildings 52,020 52,132 (112) 51,382
Structures 7,026 6,905 121 6,671
Machinery and equipment 71,566 72,917 (1,351) 76,482
Aircrafts 13 14 {1 15
Vehicles 1,251 1,261 (10) 1,283
Tools 11,923 12,538 (615) 9,438
Land 82,824 82,274 550 82,102
Construction in progress 6,933 6,012 921 5710
Intangible assets 14,461 16,065 {1,604) 21,100
Industrial rights 109 118 {9) 102
Software 13,109 14,243 (1,134) 15,471
Other 1,243 1,704 (461) 5,527
Investments and other assets 273,535 290,843 {17,308) 295,132
Investrment securities 50,737 52,852 (2,115) 43434
Investments in subsidiaries and
affiliated companies 141,277 142,662 {1,385) 147,538
Investment securities, other than
stock 28 27 1 27
Investments in subsidiaries and
affiliated companies, other than 1,056 453 603 453
stock
Long-term loans 52,154 67,004 {14,850) 67,149
Long-term prepaid expenses 2,244 2,382 (138) 2,724
Deferred tax assets 27,424 24,621 2,803 32,086
Other 7,574 7,635 61) 7,668
Allowance for devaluation of
investments (382) (744) 362 (316)
Allowance for doubtful accounts {8,577) (6,049) (2,528) (5,631)
Total assets 936,728 905,010 31,718 955,054
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{Unit: Millions of yen)

1" Half Year 15" Half Year
Fiscal 2007 Fiscal 2006 | Changes Fiscal 2006
(as of September 30,| (as of March 31, Increase/ |{(as of September 30,
2008) 2006) (Decrease) 2005)
LIABILITIES AND NET ASSETS
Current liabilities 303,461 289,452 14,009 303,059
Notes payable, trade 3,586 3,804 (218) 3,825
Accounts payable, trade 178,442 172,129 6,313 174,692
Short-term borrowings 16,540 12,140 4.400 7,500
Current portion of long-term debts 9 11 (2) 3,714
Current portion of bonds 10,000 20,000 {10,000} 20,000
Accounts payable, other 22,432 10,523 11,909 8,122
Accrued expenses 28,326 34,356 (6,030) 36,291
Accrued income taxes 3,991 5677 (1,686} 9,804
Advances received 13,941 5,378 8,563 12,334
Deposits received 1,723 1,248 475 1,147
Income in advance 182 172 10 174
Accrued bonus 9917 10,060 (143) 9,869
Accrued warranty claims 7,347 7,063 284 7,631
Notes payable for acquisition of fixed assets 1,311 1,428 (117) 2,019
Other 5714 5463 251 5,937
Long-term liabilities 157,226 140,927 16,299 137,215
Bonds 90,000 80,000 10,000 80,000
Long-term debts 24,733 24741 (8) 13,554
Long-term accounts payable, other 6,797 2148 4,649 2,073
Long-term deposits received 1,169 1,394 (225) 1,456
Accrued pension and severance liability 33,045 31,308 1,737 39,991
Accrued directors’ severance and retirement
benefits 158 170 (12) 141
Accrued losses on guarantees 1,322 1163 159 -
Other 2 3 (1) 0
Total liabilities 460,687 430,379 30,308 440,274
Shareholders’ equity
Common stock - 153,795 - 153,795
Capital surplus - 160,071 - 160,071
Capital reserve - 160,071 - 160,071
Retained earnings - 182,364 - 188,823
Legal reserve - 7,901 - 7,901
Advanced depreciation reserve - 687 - 687
General reserve - 85,335 - 85,335
Unappropriated retained earnings - 88,441 - 94,900
Net unrealized holding gains on securities - 19,920 - 14,313
Less treasury stock, at cost - (41,519) - {2,222)
Total shareholders’ equity - 474,631 - 514,780
Total liabilities and shareholders’ equity - 905,010 - 955,054
Net assets
Shareholders' equity 457,656 - - -
Common stock 153,795 - - -
Capital surplus 160,071 - - -
Capital reserve 160,071 - - -
Retained earnings 185,251 - - .
Legal reserve 7,901 - - -
Advanced depreciation reserve 687 - - -
General reserve 85,335 - - -
Unappropriated retained earnings 91,328 - - -
Less-treasury stock, at cost (41,461) - - -
Valuation, translation and other
adjustments 18,385 - - -
Net unrealized holding gains on securities 18,385 - - -
Total net assets 476,041 - - -
Total liabilities and net assets 936,728 - - -
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Non-consolidated Statements of Income

(Unit: Millions of yen)

1% Half Year 1% Half Year
Fiscal 2007 Fiscal 2006 Changes
(ended September 30, | (ended September 30, | Increase/ Fiscal 2006
2006) 2005) (Decrease) | (ended March 31, 2006)
Ratio of Ratio of Ratio of
Amount _ [Total (%)) Amount [Total (%) Amount Amount _ [Total (%)
Net sales 482,537 | 100.0| 475,863 |100.0| 6,674 976,143 | 100.0
Cost of sales 390,759 81.0] 379,022 79.6] 11,737 778,248 79.7
Gross profit 91,778 19.0| 96841 204 | (5,063) 197,895 20.3
Selling, general and administrative
expenses 73,111 15.1 70,077 14.8 3,034 145,772 15.0
Operating income 18,667 3.9| 286,764 5.6| (8,097) 52,123 53
Non-operating income 3,942 0.8 3,960 0.9 (18) 7,863 0.8
Interest and dividend income 1,413 1,497 (84} 2,664
Other 2,529 2,463 66 5,199
Non-operating expenses 8,949 1.9 8,570 1.8 379 18,607 1.9
Interest expenses 793 761 32 1,454
Loss on revaluation of derivatives 246 3,244 (2,998) 2,983
Other 7,910 4,565 3,345 14,170
Ordinary income 13,660 28 22,154 47| (8,494) 41,379 4.2
Extraordinary gains 1,591 0.3 5,678 1.2| (4,087) 5,786 0.6
Gain on sale of fixed assets 132 44 88 534
Gain on sale of investment securities - 5,231 (5.231) 5243
Reversal of allowance for doubtful 0 8 ®) 9
accounts
Revgrsal of allowance for devaluation 8 395 (387) 0
of investments
Prior period adjustment 1,451 - 1,451 -
Extraordinary losses 6,364 1.3 9,045 2.0 (2,681) 28,004 2.8
Loss on sale and disposal of properly,
plant and equipment 712 710 2 1,881
Loss on sale of investment securities - - - 2,216
Loss on devaluation of securities 742 2,372 {1,630) 6,608
Impairment loss of property, plant and 39 321
equipment (282) 329
Allowance for losses on guarantees 159 - 159 1,163
Allowance for devaluation of
investments 382 29 353 744
Allowance for doubtful accounts 2,523 - 2,523 -
Loss on liquidation of affiliated
companies 1,807 - 1,807 -
Additional retirement payments - - - 7,969
Loss on termination of joint
development projects B 5,613 (5.613) 7,094
Income before income taxes 8,887 1.8| 18,787 3.9| (9,900) 19,161 2.0
Income taxes-current 3,353 06 9,942 20| (6,589 7,303 0.7
Income taxes-deferred (658) | (0.1)] (4373 | (0.9 3715 1,584 0.2
Net income 6,192 1.3] 13,218 2.8| (7,026} 10,274 1.1
Unappropriated retained earnings
brought forward - 81,683 - 81,683
Loss on disposal of treasury stock - 1 - 8
Interim dividends - - - 3,508
Unappropriated retained earnings
at end of the period — 94,900 - 88,441
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Non-consolidated Statements of Net Assets

1% Half Year Fiscal 2007 (from April 1, 2006 to September 30, 2006)

(Unif: Milliens of yen)

Shareholders’ equity

Capital surplus Retained earnings
Other
Unapprop
. riated
Common | Capital Legal Ad.dep. |General |retained
stock | reserve | Total |reserve |reserve |reserve |earnings Total
Balance, March 31, 2006 | 153,795| 160,071 160,071| 7,901 687 | 85,335| 88,441| 182,364
Increase (decrease)
during the period
Dividends paid - - - - - -1 (3,228)| (3,228)
Payment of bonus to
directors and statutory
auditors - - - - - - (66) (66)
Net income - - - - - - 6,192 6,192
Increase in treasury stock - - - - - - - -
Disposal of treasury stock - - - - - - (13) (13)
Changes {other than
shareholders’ capital), net - - - - - - - -
Total - - - - - - 2,887 2,887
Balance, September 30,
2006 1563,795| 160,071 160,071 7,901 687| 85,335| 91,328 185,251
Valuation, translation and other
Shareholders’ equity adjustments
Net unrealized
holding gains on Net assets
Treasury stock Total securities Total total
Balance, March 31, 2006 (41,519) 454,711 19,920 19,920 474,631
Increase (decrease)
during the period
Dividends paid - (3,226) - - (3,226)
Payment of bonus to
directors and statutory
auditors - (66) - - (66)
Net income - 6,192 - - 6,192
Increase in treasury stock (29) (29) - - (29)
Disposal of treasury stock 87 74 - - 74
Changes (other than
shareholders’ capital), net - - (1,635) (1,535) (1,535)
Total 58 2,945 {1,535) (1,535) 1,410
Balance, September 30,
2006 (41,461) 457 656 18,385 18,385 476,041
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Summary of Significant Accounting Policies

1. Method and Basis for Valuation of Marketable Securities and Investment Securitie's

(1) Held-to-maturity debt securities: The amortized cost method (straight-line amortization)

(2) Investments in subsidiaries and affiliated companies: Stated at cost determined by the moving-
average method.

(3) Other securities:

(1) Securities for which fair market value is available: Stated at fair value as of the balance
sheet date with unrealized holding gains and losses included as a component of net assets
until realized. Realized gains and losses on sale of securities are computed using the
moving-average method.

(2) Securities for which fair market value is not availabte; Stated at cost determined by the
moving-average method, after devaluation for any permanent impairment.
2. Method and Basis for Valuation of Derivative Instruments

Derivative financial instruments are stated at fair value.

3. Method and Basis for Valuation of Inventories

(1) Finished products: Stated at cost determined by the moving-average method (the first-in, first-
out method is used for certain items).

(2) Raw materials, work in process and supplies: Stated at cost determined by the first-in, first-out
method (the moving-average method is used for certain items).

4. Depreciation/Amartization Method of Fixed Assets
(1) Property, plant and equipment:

Depreciation of the property, plant and equipment is computed by the declining-balance method,
except for the buildings {excluding building improvements) acquired on or after April 1, 1998, for
which the straight-line method is applied.

Estimated useful lives for depreciable assets are as follows:

Building and structures: 8-50 years
Machinery, equipment and vehicles: 4-12 years

(2) Intangible assets:

intangible assets are amortized by the straight-line method. Computer software used internally by
the Company is amortized by the straight-line method over the relevant economic useful lives of 3
or 5 years.

5. Basis for Significant Accruals and Reserves
{1) Allowance for doubtful accounts:

Allowance for doubtful accounts is provided based on the amount calculated as the actual ratio of
bad debt for ordinary receivables, and an estimated amount of uncollectible account for specific
over-due receivables.
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(2) Allowance for devaluation of investments:

Allowance for devaluation of investments is provided for losses from declines in the value of
investment securities for which fair value is not readily available and investments in subsidiaries
and affiliated companies, based on the evaluation of the investees’ financial conditions, such as
net assets and the probability of recovering the value,

{3) Accrued bonus:

Accrued bonus is recorded based on the estimated future payments pro-rated for employee
services rendered during the current semi-annual period.

(4) Accrued warranty claims:

The Company provides for accrued warranty claims on products sold based on its past
experiences of warranty services and estimated future warranty costs.

(5} Accrued pension and severance liability:

Accrued pension and severance liability for employees is provided based on the estimated
amounts of projected pension and severance obligation and the fair value of plan assets at end of
the current semi-annual period. Prior service cost is being amortized by the straight-line method
over the period (18 years) which is shorter than the average remaining service periods of the
eligible employees. Actuarial gains and losses are amortized from the following fiscal year by the
straight-line method over the period {18 years), which is shorter than the average remaining
service periods of the eligible employees.

{6) Accrued directors’ severance and retirement benefits:

Directors and statutory auditors of the Company are entitled to receive a lump-sum payment at the
time of severance or retirement, subject to the approval of the shareholders. The liabilities for
such benefits are determined based on the Company’s internal rules,

(7) Accrued losses on guarantees:

In preparation for losses on financial guarantees, an amount is estimated taking into account the
financial conditions of guaranteed parties.

6. Revenue recognition

Revenues of the Aerospace Division's production contracts with the production term exceeding one
year and the amount each contract exceeding ¥ 5,000 million are recognized by the percentage-of-
completion method.

7. Basis for translation of foreign currency-denominated accounts

Monetary assets and liabilities denominated in foreign currencies are translated into Japanese yen
at the exchange rates prevailing at each semi-annual balance sheet date with the resulting gain or
loss included currently in the statements of income.

8. Accounting for Leases

Finance leases which do not transfer ownership of the leased assets to lessees are accounted for
as operating leases.
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9. Accounting for hedging activities
(1) Method of hedge accounting:
Principally, the deferred hedge accounting method is applied.
For interest rate swap contracts used as hedges which meet certain hedging criteria, the net

amount to be paid or received under the interest rate swap contract is added to or deducted
from the interest on the assets or liabilities for which the swap contract is executed.

(2) Derivative financial instruments qualifying as a hedge, along with the hedged transactions,
assets and liabilities, are as follows:

Financial instrument Transactions, assets and liabilities

Interest swaps Borrowings

(3) Hedge policy:

The risk exposures to movements in interest rates are hedged according to the Company's
risk management policy.

{4) Method for evaluating hedge effectiveness:

An evaluation of hedge effectiveness is not considered necessary as the terms and notional
amounts of these hedging instruments are the same as those of the hedged transactions,
assets and liabilities, and therefore they are presumed to be highly effective in offsetting the
effect of movements in interest rates at their inception as well as during their term.

10. Other significant matters in preparation of the semi-annual financial statements

(1) Consumption taxes are excluded from the related transaction amounts and are accounted for
separately.

(2) All amounts for this semi-annual period and the fiscal year 2006 have been rounded off to the
nearest million yen, whereas all amounts for prior semi-annual period have been rounded down
to the nearest million yen, unless otherwise specified.

Changes in Accounting Policies
(Accounting standard for director’s bonus)

Effective this semi-annua! period, the Company adopted the provisions of “Accounting Standard for
Director's Bonus "(Business Accounting Standards Committee, November 29, 2005, Business
Accounting standard No. 4).

The adoption of this standard had no effect on income.

(Accounting standard for presentation of net assets in the balance sheet)

Effective this semi-annual period, the Company adopted the provisions of “Accounting Standard for
Presentation of Net Assets in the Balance Sheet (Business Accounting Standard Committee,
December 9, 2005, Business Accounting Standard No. 5) and “Implementation guidance for the
accounting standard for presentation of net assets in the batance sheet” (Business Accounting
Standard Committee, December 9, 2005, Financial Accounting Standard Implementation Guidance
No. 8).

The adoption of this standard had no effect on income.

The amount that would have otherwise been reported as total “shareholders’ equity” is ¥ 476,041
million,
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Due to certain revisions to the regulations concerning semi-annual financial statements, the semi-
annual financial statements in this semi-annual period have been prepared in conformity with the
revised regulations concerning semi-annual financial statements.

Notes to Non-consolidated Semi-annual Financial Statements

(Balance Sheets)
1. Accumulated depreciation for property, plant and equipment {Unit. Millions of yen)

1% Half Year
Fiscal 2007

¥ 466,131 ¥ 459,276

Fiscal 2006

2. Pledged assets
(Unit: Millions of yen)

1% Half Year .
Fiscal 2007 I 'scal 2006
Buildings and structures ¥ 5,891 ¥ 10,775
¥ [5,891] ¥[10,775]
Machinery and equipment 2,487 15,970
[2,487] [15,970]
Land 1,007 1,014
[1,007] [1,014]
Total ¥9,385 ¥ 27,759

¥[9.385] ¥[27,759]

Note: The above amounts in parentheses represent a mortgage of the factory foundation assets.

(Statements of Income)
1. Significant items of extracrdinary gains:

Prior period adjustment
Period adjustment represents a gain due to final settlement on reversal of a portion of
“Loss on termination of a joint development project (a joint development project for
new mode! vehicles)” which was recorded as an extraordinary loss in prior period.

2. Significant items of extracrdinary losses:

Loss on liquidation of affiliated companies
“Loss on liquidation of affiliated companies” consists of the following two components:

(1) Integration of dealer subsidiaries
The Company has recorded ¥950 million for estimated losses as a result of integration of
dealer subsidiaries in Osaka prefecture and Wakayama prefecture.

(2) Liquidation of a joint venture




The Company has recorded a ¥857 million loss on liquidation of Fuji AT Ltd, which was a joint
venture with JATCO Ltd.

Allowance for doubtfui accounts
The allowance has been provided for affiliated companies.

3. Depreciationfamortization expense:

Property, plant and equipment

Intangible assets

(Statements of Net Assets)

Number of treasury stock

{Unit. Millions of yen)

15 Half Year 1! Half Year
Fiscal 2007 Fiscal 2006
¥12,196 ¥12,159
¥ 2,700 ¥ 2,886

At end of the

At beginning of the period (as of
period (as of March September
Class 31,2008) Increase Decrease 30,2006) Memo
Common stock 85,897,206 42 911 138,180 65,801,937

{Securities and Investments)

Investments in subsidiaries and affiliated companies for which fair market value is available

(1) 1* Half Year Fiscal 2007 (as of September 30, 2006)

{Unit: Millions of yen)

Fair market
Book value value Difference
Investment in subsidiaries 1,759 5,148 3,389
Total 1,759 5,148 3,389

(2) Fiscal 2006 (as of March 31, 20086)
(Unit: Miilions of yen)

Fair market
Book value value Difference
Investment in subsidiaries 1,759 6,034 4275
Total 1,759 6,034 4,275

{Lease Transactions)

This footnote is not presented herein for it will be disclosed in the EDINET filing.
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Subsequent Event

The share exchange to make Fuji Machinery Co., Ltd. a whelly owned subsidiary

Fuji Machinery Co., Ltd., a consolidated subsidiary, accounts for approximately 90% of its sales
to Fuji Heavy Industries Ltd. (the Company). In order to enhance group management, the
Company, at its Board of Directors’ meeting on May 9, 2006, approved a share exchange (under
the simplified share exchange provisions), in which Fuji Machinery Co., Ltd. will become a wholly
owned subsidiary, and it executed a share exchange agreement with Fuji Machinery Co., Ltd.

1. Principal terms and conditions of the share exchange
(2) Timetable
October 1, 2006: Closing date of share exchange (Deadline to submit stock certificate)
The Company will conduct this share exchange in accordance with the simplified share
exchange provisions in Article 796 of the Corporate Law, without seeking the approval at a

shareholders’ meeting.

(2) Share exchange ratio

The Company (Future Fuji Machinery Co., Ltd.
100% parent company) {Future wholly-owned
subsidiary)

Share exchange ratio 1 0.52

Note: Basis of determining the share exchange ratio

The Company and Fuji Machinery Co., Ltd. individually engaged third party
appraisers to analyze the exchange ratio. The analysis was performed based on the
market stock prices, the comparable-company comparisons, and the discounted cash
flows. The Company and Fuji Machinery Co., Ltd. have agreed to the above ratio,
taking into consideration the results of such third party appraisals and certain other
factors.

(3) Share transfer payment in connection with the share exchange
No share transfer payment will be paid in connection with the share exchange.

2. Operations following the closing of the share exchange
(1) Company name, nature of business, management, and location of the head office
There will be no change as a result of the share exchange.
(2) Common stock of the Company

There will be no change in the amount of common stock of the Company because the
Company intends to re-issue its treasury stock for all the shares to be exchanged.

(3) Effect on the results of the Company’s operation

The Company expects the share exchange will have no material effect on its results of
operations.
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SUBARU

<Reference for the First Half of FY2007(Apr. 2006 to Sep. 2006) Consolidated Financial Results:

(Oct 31, 2006)
Fuji Heavy Industries Ltd.

{in 100 millions of yen) RESULTS RESULTS RESULTS FORECAST FORECAST
{in thousands of units) 15t HALF of FY2006 1st HALF of FY2007 FY2006 FY2007 FY2007
(May 2006)
[Apr. 200510 Sep. 2005 JApr. 2006 to Sep. 2006 P 200510 Mar. 2006 |Apr. 2006 to Mar. 2007 pr. 2006 1o Mar, 2007

Net Sales 6,671 6,987 47 % 14,764 15,000 16 % 15,000
Domestic 2,955 2,864 (31) % 6,041 5,800 4.0} % 6,400
Overseas 3,716 41233 10 % 8722 9,200 55 % 9,100
Margin Percentage 2.6% 2.6% 4.0% 13% 3.2%
Operating Income 174 181 41 % 583 500 (149 % 500
Margin Percentage 20% 2.0% 3.2% 2.8% 3.2%
Qrdinary Income 135 139 26 % 468| 420 (10.2) % 5004
Margin Percentage 1.2% 1.7% 1.1% 2.0% 1.9%
Net Income 80 116 458 % 156 300 922 % 300
Factors of Change Gain factors Gain factors Gain factess
in Operating Income Foreign exchange 84 Foreign exchange gp|rereeses insdes mix 107

Reduction in cost 36 Reduction in cost 77|Reduction in cost 7

Loss factors Loss factors Loss factors

Decrease in sales mix 83 Decrease in sales mix 208] ncrease of expenses

Increases in R&D expenses 35 Increases in R&D expenses 41] and others %

lIncreases of expenses Increases of expenses increase in RAD expenses 71

and others 15 and others 7 [Foreign exchange 0
Foreign Exchange Rate
YENAUSS 109 118 112 115 10
Capltal Investment 3 209| 962 734 930
Depraciation and Amortization 270, 289 574 590 605,
R&D Expenses 218} 251 469 510 540
Interest bearing debt 3984 3671 3 3,500 3,700
Performance of Operation Net Sales ta increase Net Sales to increase

Net Income 1o increase Net Income to increase

Best Net Sales Best Net Sales
Domestic Sales 114 12 (1.7 % 2304 237 30 % 264
Small Cars 48 40 (18.2) % 98 82 (16.3) % 57
Minicars 66, 72 104 % 132 155 17.2 % 167
Overseas Sales 150 157 42 % n 35 11 % 7
North America a8 &9 11 % 20 207 (1.6} % 20
Europe H 32 54 % 85 69 70 % 65,
Other K| 35 N7 % &7 69 38 % 62
Units Total 264 269 17 % 571 582 18 % 611

* Figures of Total Sales are the sum of retail sales units of the Japanese subsidiary dealers,
wholesale units of the averseas subsidiary distributors, and wholesale units of FHI to other distibutarsidearlars.
* Exchange rate is the non-consolidated base of Fuji Heavy Industries Lid..




SUBARU

<Reference for the First Half of FY2007(Apr. 2006 to Sep. 2006) Non-Consolidated Financial Results>

(Oct. 31, 2006)

Fuji Heavy Industries Ltd.

(in 100 millions of yen) RESULTS [resuLts RESULTS FORECAST FORECAST
(in thousands of units) 1stHALF of FY2006 |15t HALF of FY2007 2008 FY2007 FY2007
{May 2006}
Apr. 2005 1o Sep. 2005 Apr. 2006 to Sep. 2006 o, 2005 o Mar. 2006 | Apr. 2006 to Mar. 2007 ox. 2005 10 Mar. 2007
Net Sales 4,759} 4,825 14 % 9,761 9,500 (27 % 8,900
Domestic 2,155 2,067 4.1) % 4,379 4100 (6.3) % 4500
Overseas 2604 2,758 59 % 5,386 5,400 03 % 5400
Margin Percentage 5.6% 3.9% 5.3% 4.1% 11%
QOperating Income ZBBL 187 {30.3) % 521 390 (25.2) % 310
Margin Percentage 4.7% 2.8% 4.2% 3.3% 31%
Ordinary Income 222 137 {38.3) % 414 Mol (251 % e
Margin Percentage 28% 1.3% 1.1% 1.5% 14%
Net Income 132 62 532 % 103 140 3863 % 140
Factors of Change |Gain factors Gain factors (Gain factors
in Operating Income Foreign exchange 88 Decrease of expenses Reduction in cost 18
Decrease of expenses and others 99
and others 61 Fareign exchange 89
Reduction in cost 16 Reduction in cosl 43
Lous Iactors
Loss factors Loss factors Docraase in salos mix 82
Decrease in sales mix 212h Decrease in sales mix 324]incroase in RAD expenses 68
Foreign exchange & Increase in cost 3BLFolBinn exchange 55
Increases in cost o | Cocrease of expenses
and others 2
Foreign Exchange Rate
YEN/USS 109] 15 112 115 110
Capital Investment 85 123 239 380 380
Deprectation and Amortization 122 122 249 255 270
R&D Expenses 215 249 457 505 535
Interest bearing debt 1,248 1,413 1,369 1,400 1400
Performance of operation Net Sales to increasa Net Sales to decrease
Operation Income to decrease Operation Income to decrease
Domestic Production Volume 230) 250 88 % 467 479 27 % 44
Domestic Sales 123] 120 (27) % 245) 242 (1.1} % 264
Small Cars 54 42 (22.2) % 106 83 {22.3) % %
Minicars 89| 78 124 % 138 159 152 % 168
Export 106 21 148 % 225 232 33 % 219
North America 47 54 147 % 100 100 00 % 102
Europe i 32 194 % 58 64 94 % &7
Other 3 35 1.1 % 66) 68 28 % 81
Knock Down Parts 63 51 {18.5) % 120 10 {15.6) % 113]




Exhibit B

Summaries in English

No English versions or translations have been prepared for the below listed documents, and
therefore, we have prepared English summaries to these Japanese language documents below:

1. Japanese Press Release “Fuji Heavy Industries adds the new derivative model to the
Subaru Forester Series called “Airbrake” on August 04, 2006

Timely Disclosure, as filed with the Tokyo Stock Exchange on August 25, 2006. This

2.

filing is required for Fuji Heavy Industries Ltd. making Fuji Machinery Co., Ltd. as a wholly owned

subsidiary. '
Documents provided along with Article 794, Section 1 of the Corporate Law are
as follows;

(1} Share exchange agreement

(2) Rate of share exchange and the suitability of capital fund and fund reserve of
the parent company

(3) Business report

(4) Audit report

(5) Internal audit report

3. Vehicle Recall Information posted on the company’s website:

(http://www.thi.co.jp/recall/main.htm)
Fuji Heavy Industries Ltd. Reported recalls of R2 and R1 due to defective

cracking the front sub muffler to the Ministry of Land, Infrastructure and
Transportation on September 26, 2006.

Timely Disclosure, as filed with the Tokyo Stock Exchange on September 28, 2006

4.
Fuji Heavy Industries Ltd. makes Fuji Machinery Co., Ltd. as a wholly owned
subsidiary.
5. Japanese Press Release “Fuji Heavy Industries and Jatco restructure Fuji AT on September
29, 2006
6 Press Release “Outline of Exhibit for the FISITA (Fédération Internationale des Sociétés d’

Ingénieurs des Techniques de 1’ Automobile) and the EVS(International Battery, Hybrid and Fuel
Cell Electric Vehicle Symposium} on October 18, 2006
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